FILED

MAY 2 3 2011
SECRETARY, BOARD OF
OIL, GAS & MINING

BEFORE THE BOARD OF OIL, GAS AND MINING
DEPARTMENT OF NATURAL RESOURCES
STATE OF UTAH

IN THE MATTER OF THE REQUEST FOR AGENCY EXHIBITS

ACTION OF BERRY PETROLEUM COMPANY FOR

AN ORDER TO FORCE POOL THE INTERESTS OF Docket No. 2011-011

ALL OWNERS REFUSING OR FAILING TO BEAR

THEIR PROPORTIONATE SHARE OF THE COSTS OF Cause No. 272-02

DRILLING AND
LOCATED IN THE SWY¥SEYs, NWViSWY4 AND
THE S¥%SW% OF SECTION 10, TOWNSHIP 5
SouTH, RANGE 4 WEST, USM, DUCHESNE
County, UTAH.

PRODUCING  OPERATIONS

BERRY PETROLEUM COMPANY, by and through its attorneys, Holland &

Hart LLP, submits the following exhibits:

EXHIBIT A

EXHIBIT B

EXHIBIT C

EXHIBIT D

EXHIBIT E

Location Map

Area of Interest Map

Leased Area Map

Average Weighted Landowner Royalty Report

Proposed Operating Agreement



Dated this Z2' 1 day of May, 2011.

BERRY PETROLEUM COMPANY

W/L%P

Mark L. Burghardt
A. John Davis
HOLLAND & HART, LLP
222 South Main Street, Suite 2200
Salt Lake City, UT 84101
Telephone: (801) 799-5800
Attorneys for Petitioner, Berry Petroleum
Company
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EXHIBIT A Docket # 2011-011 Cause # 272-02 [B8%

Location Map s
Uinta Basin, Brundage Canyon
Duchesne County, Utah
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EXHIBIT B Docket # 2011-011 Cause # 272-02
Section 10, T5S-R4W

Uinta Basin, Brundage Canyon
Duchesne County, Utah

|%rea of Interest
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EXHIBIT C Docket # 2011-011 Cause # 272-02
Section 10, T5S-R4W

Uinta Basin, Brundage Canyon
Duchesne County, Utah

| UTE MINERALS

FEE MINERALS
Area to be Forced Pooled
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Average Weighted Landowner Royalty Report
T5S, R4W, USM, Section 10

Duchesne County, Utah

Berry Petroleum Company
Docket No. 2011-11

Cause No. 272-02
EXHIBIT "D"

Township 5 South, Range 4 West, USM

Section 10: SWY4SEVs, NW/4SW4 and S/2SWYa

Net Mineral Landowner Adjusted
Mineral Owner Acres Royalty Landowner Royalty
Nelda Young and Russ J. Young, or their 26.666666 0.12500000  26.666666 x 0.12500000/116.56707 = 0.02859584
successors, as Co-Trustees of the R.-W.
Young and Nelda Young Family Trust
dated April 24, 1993
Patsy Raey McDonald 13.333334 0.16666667 13.333334 x 0.16666667/116.56707 = 0.01906390
Ronald John Solmonson 13.333334 0.16666667  13.333334 x 0.16666667/116.56707 = 0.01906390
Cathy Lynn Koplin 13.333334 0.16666667 13.333334 x 0.16666667/116.56707 = 0.01906390
Sherry Dawn Soderquist 13.333334 0.16666667  13.333334 x 0.16666667/116.56707 = 0.01906390
Venice Mecham 2.424243 0.16666667  2.424243 x 0.16666667/116.56707 = 0.00346616
Lorene S. Neal 2.424243 0.12500000  2.424243 x 0.16666667/116.56707 = 0.00259962
Barbara A. Nielson 2.424243 0.12500000  2.424243 x 0.16666667/116.56707 = 0.00259962




Janace M. Nelson
Bret Mace

Connie M. Gilbert
Diona M. Perry

Twilla Rasmussen Alford

Clint W. Turner and Camille C. Turner, as
Trustees of the Clint and Camille Turner

Family Trust w/a/d April 6, 2010

Curtis C. Turner and Holli Turner,
as joint tenants

Ermond Jensen Beames
J. Arden Hacking
Denim J. Roberts

Lisa Webb

Lana Massey

Zeller Family Trust
Charles Ronald Reay
Robert F. Reay
Smokey Rasmussen
Rance Rasmussen
Byron John Gilbert
Sherrie Gilbert Burdick

0.606061
0.606061
0.606061
0.606060
2.424243
1.212121

1.212121

2.424243
2.424243
2.424242
0.346321
0.346320
0.346320
0.346320
0.346320
1.212121
1.212121
0.158720
0.158720

0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.16666667

0.16666667

0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000

0.606061 x 0.12500000/116.56707
0.606061 x 0.12500000/116.56707
0.606061 x 0.12500000/116.56707
0.606060 x 0.12500000/116.56707
2.424243 x 0.12500000/116.56707
1.212121 x 0.16666667/116.56707

1.212121 x 0.16666667/116.56707

2.424243 x 0.12500000/116.56707
2.424243 x 0.12500000/116.56707
2.424242 x 0.12500000/116.56707
0.346321 x 0.12500000/116.56707
0.346320 x 0.12500000/116.56707
0.346320 x 0.12500000/116.56707
0.346320 x 0.12500000/116.56707
0.346320 x 0.12500000/116.56707
1.212121 x 0.12500000/116.56707
1.212121 x 0.12500000/116.56707
0.158720 x 0.12500000/116.56707
0.158720 x 0.12500000/116.56707

0.00064991
0.00064991
0.00064991
0.00064991
0.00259962
0.00173308

0.00173308

0.00259962
0.00259962
0.00259962
0.00037138
0.00037137
0.00037137
0.00037137
0.00037137
0.00129981
0.00129981
0.00017020
0.00017020



Bryant Martindale Gilbert
Gilbert Ray Horrocks
Jackie Parker Wertz
Shirley Druce Doelle
Geraldine Parker Nordfors
Patsie Parker Greenwood
Howard LeAndrew Gilbert
Irene Parker Gray
Douglas Richard Horrocks
Rulon Olson Gilbert
Mildred Gilbert

Sherry Sanders Reynolds
Chesley Gordon Parker
Leann Sanders Bathemess
Sylvia Richardson High
Maurine Gilbert Bellon
Marilyn Moore Call

Gayle Glenn Gilbert
Phyllis R. Johnson
Melody Moore Haakenson
Robert F. Parker

0.158720
0.253968
0.089792
0.555552
0.089792
0.089792
0.158720
0.246912
0.253968
0.211632
0.423280
0.017952
0.089792
0.017952
0.246912
0.185184
0.049376
0.211632
0.148144
0.123456
0.246912

0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000

0.158720 x 0.12500000/116.56707
0.253968 x 0.12500000/116.56707
0.089792 x 0.12500000/116.56707
0.555552 x 0.12500000/116.56707
0.089792 x 0.12500000/116.56707
0.089792 x 0.12500000/116.56707
0.158720 x 0.12500000/116.56707
0.246912 x 0.12500000/116.56707
0.253968 x 0.12500000/116.56707
0.211632 x 0.12500000/116.56707
0.423280 x 0.12500000/116.56707
0.017952 x 0.12500000/116.56707
0.089792 x 0.12500000/116.56707
0.017952 x 0.12500000/116.56707
0.246912 x 0.12500000/116.56707
0.185184 x 0.12500000/116.56707
0.049376 x 0.12500000/116.56707
0.211632 x 0.12500000/116.56707
0.148144 x 0.12500000/116.56707
0.123456 x 0.12500000/116.56707
0.246912 x 0.12500000/116.56707

0.00017020
0.00027234
0.00009629
0.00059574
0.00009629
0.00009629
0.00017020
0.00026478
0.00027234
0.00022694
0.00045390
0.00001925
0.00009629
0.00001925
0.00026478
0.00019858
0.00005295
0.00022694
0.00015886
0.00013239
0.00026478



Floyd Leland Druce
Thomas H. Kemp
Janean Moore Call
LeGrand J. Gilbert
John Thornton

Eugene Parker Sanders
Irish Anderson

Kirk Elder

Ellen Gilbert Goodrich
Tenna Ruth Gilbert
David Moore Smith
Glen Elder

Ken M. Elder

David Clark Hill

Ruth Follett Hill
Shauna Gilbert Duringer
Larry Kent Gilbert
Melanie Hill Green
Ruth Gilbert Murphy
Nancy Hill Herzig
Lynn Stanley Hill

0.555552
0.061728
0.049376
0.185184
0.987648
0.017952
0.296288
0.185184
0.185184
0.185184
0.123456
0.123456
0.030864
0.041152
0.123456
0.185184
0.185184
0.041152
0.185184
0.246912
0.082304

0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000

0.555552 x 0.12500000/116.56707
0.061728 x 0.12500000/116.56707
0.049376 x 0.12500000/116.56707
0.185184 x 0.12500000/116.56707
0.987648 x 0.12500000/116.56707
0.017952 x 0.12500000/116.56707
0.296288 x 0.12500000/116.56707
0.185184 x 0.12500000/116.56707
0.185184 x 0.12500000/116.56707
0.185184 x 0.12500000/116.56707
0.123456 x 0.12500000/116.56707
0.123456 x 0.12500000/116.56707
0.030864 x 0.12500000/116.56707
0.041152 x 0.12500000/116.56707
0.123456 x 0.12500000/116.56707
0.185184 x 0.12500000/116.56707
0.185184 x 0.12500000/116.56707
0.041152 x 0.12500000/116.56707
0.185184 x 0.12500000/116.56707
0.246912 x 0.12500000/116.56707
0.082304 x 0.12500000/116.56707

0.00059574
0.00006619
0.00005295
0.00019858
0.00105910
0.00001925
0.00031772
0.00019858
0.00019858
0.00019858
0.00013239
0.00013239
0.00003310
0.00004413
0.00013239
0.00019858
0.00019858
0.00004413
0.00019858
0.00026478
0.00008826



Linda Elder Baird
Christine Hill Unwin
William Franklin Horrocks
Bradley Gilbert Hill

Scott G. Elder

Katie Hill Kagel, a/k/a Katie J. Hill
Julianne Kemp Arbuckle
Annette Cook Bauer

Juel Parker

Erich Hill

Thomas Harvey Moore, Jr.
Greg Elder

Jean Gilbert Carlson
Renae Gilbert Miller

Jack Frost Gilbert

Peggy Parker Jensen

0.030864
0.041152
0.296288
0.082304
0.030864
0.017632
0.061728
0.987648
0.089792
0.017632
0.049376
0.030880
0.158720
0.158720
0.185184
0.089792

0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000
0.12500000

0.030864 x 0.12500000/116.56707
0.041152 x 0.12500000/116.56707
0.296288 x 0.12500000/116.56707
0.082304 x 0.12500000/116.56707
0.030864 x 0.12500000/116.56707
0.017632 x 0.12500000/116.56707
0.061728 x 0.12500000/116.56707
0.987648 x 0.12500000/116.56707
0.089792 x 0.12500000/116.56707
0.017632 x 0.12500000/116.56707
0.049376 x 0.12500000/116.56707
0.030880 x 0.12500000/116.56707
0.158720 x 0.12500000/116.56707
0.158720 x 0.12500000/116.56707
0.185184 x 0.12500000/116.56707
0.089792 x 0.12500000/116.56707

0.00003310
0.00004413
0.00031772
0.00008826
0.00003310
0.00001891
0.00006619
0.00105910
0.00009629
0.00001891
0.00005295
0.00003311
0.00017020
0.00017020
0.00019858
0.00009629

5114772_1.DOCX

Average Weighted Landowner Royalty:

0.14579698




A.AP.L. FORM 610 - 1989
MODEL FORM OPERATING AGREEMENT

OPERATING AGREEMENT
DATED
February2l , 2010 ,
o

OPERATOR Berry Petroleum Company

CONTRACT AREA _Township S South, Range 4 West, USM

Section 10: NW/4SW/4, S/2SW/4, SW/4SE/4

COUNTY OR PARISH OF Duchesne

+STATEOF _Utah

COPYRIGHT 1989 - ALL RIGHTS RESERVED
AMERICAN  ASSOCIATION OF PETROLEUM’
LANDMEN, 4100 FOSSIL CREEK BLVD,
FORT WORTH, TEXAS, 76137, APPROVED FORM.

A.APL NO.610-198%
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A.APL.FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989
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B. INTERESTS OF PARTIES IN COSTS AND PRODUCTION:
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4. Curing Title

OPERATOR
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A.AP.L.FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989

OPERATING AGREEMENT
THIS AGREEMENT, entcred into by end between __Berry Petrolenm Company
hercinafter designated and referred to0 as “"Operator,” and the signatory party or parties other than Operstor, sometimes
hereinafter refesred to individually as "Noa-Operator,” and collestively as "Non-Operators.”

WITNESSETH:
WHEREAS, the parties to this agreement are owners of Oil and Gas Leases and/or Oil and Gas Interests In the land
Identified in Exhibit “A," and the partics hereto have hed an agr to explorc and develop these Leases and/or Oil

and Gaa Interests for the production of Oil and Gas to the extent and as hereinafter provided,

NOW, THEREFORE, it is agroed as follows:

ARTICLE L,
DEFINITIONS

As used in this agreement, the following words and terms shall have the meanings here ascribed to them:

A. The term “AFE" shall mean en Authority for Expenditure prepered by a party to this sgreement for the purpose of
estimating the costs to be incurred in conducting an operation hereunder,

B. The torm "Completion” or "Complcte” shall mean a singls operetion intended to complets n well s a producer of Oil
and Gas in- one or more Zones, including, but not limited to, the setting of production casing, perforating. well stimulation .
and production testing conducted In such operation.

C. The term "Contract Arca” shall nmcan all of the lends, Oi! and Gas Leases snd/or Oil end Gas Interests intended to be
developed and operated for Qil and Gas purposes under this agresment. Such lands, Oil and Gas Leases and Oil and Gas
Interests are desgribed In Exhibit *A."

D. The term "Decpen® shall mean a single operation whereby m well Is drilled to an objoctive Zone below the decpest
Zono In which the well wes previously drilled, or bolow the Decpest Zone proposed in the iated AFE, which is the
lesaer.

E. The terms "Drilling Party® and "Consenting Party® shall mean a party who agrees to join in and pay ity share of the
cost of any operation conducted under the provisions of this agreement,

F. The term "Drilling Unlt" shall mean the area fixed for the drilling of one well by order or rule of any state or fodoral
body having suthority. If a Drllling Unli is not fixed by any such rule or onder, s Drilling Unit shall be the drilling unit 2¢
cstablished by the pattern of drilling in the Coatract Arca unless fixed by express agreement of the Drilling Partica.

G. The term "Drillsite® shall mean the Oll and Gas Lease or Oil end Gea Intcrest on which a proposed well is to be
located.

H. The term "Initial Well® shall mean the well required to be drilled by the pasties hereto as provided in Article VLA.

. The term "Non-Consent Well® shall mean a well in which less than all parties have conducted an operation
provided in Article VIL.B.2,

J. The terms "Non-Drilling Party® and "Non-Consenting Party” shall mean a party who clects not to participato in 8
proposed operation.

K. The term "Cil and Gas® shall moan oil, gas, cesinghead ges, gas condensate, and/or ell other liquid or Baseous
hydrocarbons and other marketable substanccs produced therewith, imlcss en intert to limit the Inclusivencss of this term is
specifically stated.

L. The torm "Oil and Gas Interests” or "Interests” shall mean unleased fee and mineral interasts in Oil and Gas in tracts
of land lying within the Contract Arca which erc owned by parties to this agreement.

M. The terms "Oil and Gas Lease,” "Loase® and "Leasehold” shall mean the oll and gas leases or interests therein
covering tracts of land lying within the Contract Area which aro owned by the parties to this agreement,

N. The term "Plug Back" shall mean s single operstion whereby a decper Zone is abandoned in order to attampt a
Completion In a shallower Zone.

0. The term "Recompletion” or "Recomplete” shall mean an operation whereby 8 Completion in one Zono is sbandoned
in order to attempt » Completion in a different Zone within the existing wellbore,

P; The term *Rework” shall mean an operation conducted in the wellbore of a well after it is Comploted to secure,
restore, or improve production in 8 Zone which is currently open to production in the wellbore, Such operations includo, but
are not limited to, well stimulation operations but exclude any routine repalr or maintensnce work or drilling, Sidetracking,
Deepening, Completing, Recompleting, or Plugging Back of a well.

Q. The term "Sidetrack” shall mean the directional control and intentiona! devistion of & well fom vertical so as to
change the bottom hole location unless done to straighten the hole or drill wound jmk In the hole to overcome other
meohanical difficultles.

R. The term "Zone" shall a stratym of earth containing or thought to contain a4 commn accumulation of Ol and
Gas separately producible from any other common accumulation of Oil and Gas.

Unless the context otherwiss cloarly Indicates, words used in the singulmr include the plural, the word "person” includes
natural and ertificial persons, the plural includes the singular, and any gender includes the masculing, feminine, end neuter.

ARTICLE II.
EXHIBITS
The following exhibils, as indicated below and sttached hereto, aro incorporated in and made & part hereof:
—X— A. Exhibit "A," shall include the following information:
(1) Description of lands subject to this agreement,
(2) Restrictions, if any, as to depths, formations, or substances,
(3) Parties to agreement with addresses and telephone numbers for notice purposes,
(4) Percentages or fractional interests of parties to this agroement,
(5) Oil and Gas Leases and/or Oil and Gas Interests subject to this agreement,
(6) Burdens on producition.
B. Exhibit"B," Form of Lease.
C. Exhibit "C," Accounting Procedure.
D. Exhibit "D,” Insumnce.
X___ E. Exhibit "E," Gas Balancing Agrecment.
F
[¢]
H

bk

. Exhibit "F,” Non-Discrimination and Certification of Non-Segregated Facilities,
. Exhibit *G," Tax Partnership.
, Other:

o
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A.AP.L FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989

If any provision of any exhibit, cxcept Exhibits *E,* "F" and *G," is Incomsistent with amy provision contained In
the body of this agreement, the provisions in the body of this agreement shall prevail,
ARTICLE Nl
INTERESTS OF PARTIES
A. Oil and Gas Interests:

If any pasty owns en Oil and Gas Interest in the Contract Area, that Interest shall be frested for all purposes of this
agreement and during the term hereof s if it were covered by the form of Oil and Gas Lease sttached herelo as Exhibit *B,"
and the owner thereof shall be deemed to own both royalty interest in such lease and tho interest of the lessee thereumder.

B. Interests of Partics In Costs and Production:

Unless changed by other provisions, all costs and liebllities tncurred In operations undor this agreement shall be bome
and paid, end all equipmont and materials acquired In operations on the Contract Arca shall be owned, by the partics as their
interests are set forth in Exhiblt "A.* In the same manner, the parties shall also own all production of Olf and Ges from the
Contract Area subject, however, to the psyment of royalties and other burdens on production as described hereafier.

Rogardless of which party has contrituted any Oil and Gas Lease or Ol and Gas Interest on which_ royalty or other
burdens may be plynble and except o6 otherwlse expressly provided in this agreement, cach party shall pay or dellver, or

nfthgwnducuonﬁnmmeOonmAmupm,bmnothumoﬂ
0 h ¢ d uid 5B rnnif)- defend and hold the other partics free from mny lability therofor,
Exueplasomuwiseexpmly, “‘mlhls if any party has contributed hercto any Lease or Interest which
burdened with any royalty, overmiding royalty, pmductinn payment or other burden on production In excess of the amounts
stipuleted above, such parly so burdened shall mssume and alone bear all such excess obligations and shall indemnify, defend
and hold the other parties bercto harmiess from any and all cleims astributable to such excess bunien. Howover, 30 long a3
the Drilling Unit for the productive Zone(s) Is identical with the Contract Arca, ¢ach party shall pay or deliver, or cause to
bo paid or delivered, all burdens on production from the Contract Area duc under the terms of the Ofl and Gas Lease(s)
which such party has contributed to this agreement, and shall Indemnify, defend and hold the other paries free from any
linbility therefor. :

No party shell ever be responsible, on B price basis higher than the price received by such party, to my other party's
lessor or royaity owner, and If such other party's lessor or royalty owner should demend and receive scitioment on 8 higher
price basis, the party contributing the affccted Lease shall bear the sdditional royalty burden aitributable to such higher price.

Nothing contained in this Article IILB. shall be deemed an assignment or cross-assignment of interosts covered hereby,
and in the event two or move parties contribute to this agreement jointy owned Leases, the parties’ undivided Interests in
said Leaseholds shall be deemed separatc leaschold interests for the purposes of this agreemeat.
C. Subsequeatly Created Interests:

lfnnyputyhseonu-ib\nedhmanmeorlmemtﬂmisbmdmdwnhmmlmmemofpmduaiungiymumumy
fortheplymmtofmoncy.oriﬂaﬁermednteofﬂlislment.mypmymmwmﬁdhgmyﬂty,pmducﬂm
payment, net profits Intercst, assignment of production or other burden paymblo out of product] ibutable to Its king
interest hereunder, such burden shall be desmed a “"Subsequently Created Interost®  Further, Af emy party has contributed
heroto a Lease or Intorest burdened with an overriding royaly, production payment, net profits interests, or other burden
payable out of production created prior to the dato of this mgrecment, and such burden Is not shown on Exhibit “A," such
burden also shall bo deemed s Subsequently Created Inforest to the extent such burden causes the burdens on Huch party's
Lease or Interest to exceed the amount stipulated in Article IILB. sbove.

The party whose interest is burdoned with the Subscquently Crested Interest (the "Burdened Party™) shall essume and
lono bear, pay and discharge the Subsequemtly Created Interest and chall indemnify, defend and hold harmless the other
partles from and egainst eny liblity therefor. Further, if the Burdened Party fuils to pay, when dus, its shere of expenses
chergesble hercunder, all provisions of Article VILB. shall be enforceable against the Subsequently Created Interest In the
same mamer as they are enforceable against the working interest of the Burdened Party. If the Burdened Party is required
under this agreement to assign or relinquish to amy other party, or parties, all or a portion of Its working interest and/or the
production attributable thereto, said other party, or parties, shall receive sald assignment mnd/or production freo and olear of
said Subsequently Created Interest, and the Burdencd Party shall indemnify, defend and hold harmiess ssid other party, or
parties, from any and all claims and demands for.payment asserted by owners of tho Subsequently Created Interost.

ARTICLE IV,
TITLES

A. Title Ezamingtion:

Title examination shall be made on the Drillsite of any proposed well prior to commencement of drilling operstions and,
lfnmqioritylnintemtofmcDrlllingl’uﬁummquestorOmlotloeleﬂs,ﬁdeunminuionmbemdconl.bcmm
Drilling Unit, or maximum anticipated Drilling Unit, of the well.  The oplnion will include the ownership of the working
Interest, mincrals, royslty, overriding royalty and production payments under the epplicablo Leases. Each party contributing
Leases and/or Oil and Gas Interests to be included in tho Driflsite or Drilling Unlt, if appropriste, shall furnish to Operator
all ebstracts (including fedoral leasc status reports), fitle opinions, title papers and curative matorlal in its possession freo of
charge. Allﬂ.whmfnnnmonnotmmepoumimufmmldewmnblewwwmepwmbutnmwyfwm
examination of the title, ehall be obtained by Op Op shall causo title to be examined by attorncys on its staff or
by outside ettomeys. Copies of ell title opinions shall be farnished to esch Drilling Puity. Costs Incurred by Operator In
procuring abstracts, fees paid outside sttomeys for title examinstion (including preliminary, supplomental, shut-in roysity
opinlons and divislon order title opinions) and other direct charges ms provided in Exhibit "C* shall be bome by the Drilling
Parties in the proportion that the interest of each Drilling Pmty bears to the total interest of all Drilling Purtics as such
intesests appear in Exhiblt "A." Operator shall make no charge for services rendered by its staff attomeys w.olhet personnel
in the performance of the above functions.

Bach party shall be responsible for ring ive matter and pooling amendments or agresments required In
connection ‘with Leases or Oil and Gas Interests contributed by such party. Operstor shall be respousible for the preparstion
and recording of pooling designations or declarations end communitization agreements as well as the conduct of hearings
before govemmental agencles for the securing of spacing or pooling oiders or eny other orders necessary or appropriate to
the duct of operations b der. This shall not provent any party from eppearing on It own behalf ot such hearings.
Costs incummed by Operator, including foes peid to outside attomoys, which are assoclated with hearings before govemnmental
agencics, and which costs erc necessary end proper for the activitics contemplated under this sgreement, shall be direct
charges to the joint account and shall ot be covered by the adminisirative overfiéad charges as provided In Bxhibit "C."
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Operator shall make po charge for scrvices rendered by it staff attorueys or other personnel In the perfhemance of the abave
functions,

No well shall be drilled on the Contract Area until after (1) the title to the Drillslte or Drilling Unit, if appropriate, has
been oxamined as above provided, and (2) the title has been approved by the examining sitowncy or titke has boen accopled by
all of the Drilling Parties in such well.

B. Loss or Fallure of Title:

A i to-th - d-oosts—that-may-be-paid-by-say-party-who-ls;-or-becemeer-the-cvmer
Any up-to-the of
,.&‘-I. 1 X lost- f_.ol. sty £ dol & I-llu" A-...-l H pdnste thls 3

the-Lease fosi-for-the ps pating: nj-a-party-to-this-age

3. Other Losses: Aﬂlmmoflmuahumﬂwmmmdmmuwun—wm
V-Bi—and-PAB3—above—shall be joint losses and shall be boruo by all parties in proportion to their intorests ghown on
Exhibit "A." This shall include but ot be limited to the loss of any Lease or Interest through faflure to develop or becauss
express or Impliod covenants have mot been perfarmed (other than performance which requires cnly the psymemt of money),
and the loss of any Lease by explration at the end of its primary term if it is not renewed or extended. There shall be no
readjustment of interests in the remalning portion of the Contract Area on account of any joint loss.
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ARTICLE V.
OPERATOR
A. Deslguation and Responsibilities of Operator:

—_Berry Petrolenm Company shall be the Operator of the Contract Arca, and shall conduct
and direct and bave full control of nll operations on the Contract Area as permitted and required by, and within the limits of
thls agreement. In its performance of services hercunder for the Non-Operators, Operator shall be an independent contrector
not subject to the control or direction of the Non-Operators except as to the type of opesation to be undertaken in accordance
with the election procedures contained in this agreement, Operator shall not bo deemed, or hold itself out as, the agent of the
Non-Operators  with authority to bind them to any obligation or liability mssumed or Incurred by Operator as to eny thind
puty. Operator shall conduct its activities under this agreement as a reasonablo prudeat operator, In @ good and workmanlike
manncr, with duc diligence and dispaich, In accordmace with good ollfield practicc, and In compliance with spplicable law and
regulation, but in no event shall It have any linbility as Operator to the other parties for losses sustained or liabllities incurred
except such as may result from gross negligence or willful misconduct.

B.R orR | of Op and Selection of S

1. Resignation or Removal of Operator; Operator may mmisunydmebypvmwnmnoﬁoe thereof to Noa-Opemators.
1f Opemlor terminates its legal existence, no longer owns an interest herciinder in the Contract Ares, or i1 no longer capsble of
serving as Op Op shall be d d to have resigned without any action by Non-Operators, except the selection of a
successor,  Operator may be removed only for good cause by the affimative vote of Non-Operstors owning 8 malority interest
based on ownership as shown on Exhibit "A" remaining afler exciuding the voting interest of Operstor; such vote shall not be
desmed effective vmtil a written notice has been delivered to the Operator by 8 Non-Operator detailing the alleged default end
Operator has failed to cure the default within thity (30) days ftom its receipt of the notice or, if the default concems an
operation then being conducted, within forty-eight (48) hours of its receipt of the notice, For purposos horeof, 'spod causs” shall
mean oot only gross negligence or willful misconduct but aiso the materiel breach of or inability to meet the standards of
operation contained in Article V.A, or material failure or inability to perform its obligations under this agreemeal.

Subject to Article VILD.1., such resignation or removal shall not become effective untll 7:00 o'clock A.M. on the first
day of the calendar month following the expiration of ninety (90) days after tho giving of notice of resignation by Operator
or action by the Non-Operators to remove Operator, unless a successor Operator has been selected and essumes the duties of
Operator at an earlier date. Operator, aficr effective date of resignation or removal, shall be bound by the terms hercof a5 a
Noo-Oparetor. A change of a corporate neme or structure of Operator or transfer of Operator's interest to any single
Y, parent or poration ehall not be the basis for removal of Opeeator.

2. Selection of Successor Qperstor; Upon the resignation or removal of Operator under any provision of this agreement, a
succassor Operator shall be sclected by the parties. The successor Operator shall be selected from the parties owning &n
intevest in the Contract Arca at the time such successor Operstor is sclected. The sucoessor Operstor shall bo sclected by the
affimative vole of two (2) or more partics owning & mgjority Interest based on ownership as shown co Exhiblt "A™
provided.however.ifanpan&orwhidlhubeenremovedorildeemedlahlveluignodhillwvoieotvomonlylo
succeed itself, the Op shall be sclected by the affirmative vote of the pary or partics owning s majority
interest based on ownership as shown on Exhibit "A" rcmaining efter excluding the voting Interest of the Operntor that was
removed or reslgned. The former Operator shall promptly deliver to the successor Operator all records mad data relating to
the operations conducted by the former Operator to the extent such records and data arc not already In the possession of tho
successar operator. Any cost of obtaining or copying the former Operstor's records and data shall be charged to the joint
account,

hatdf.

3. Effect of Bankruptey: If Operator b insolvent, bankrupt or is placed in receivership, it shall be deemed to have
resigned without any action by Non-Operators, except the selection of a successor. 1If a petition for reliof under the federal
bankruptcy laws is filed by or against Op and the | of Op fs p d by the federal bankruptoy court, all

Non-Operators and Operator shall comprisc an interim operating committec to scrve until Operator has elected to reject or
assume this egrecment pursuant to the Bankruptoy Code, and en election to refect this egreoment by Operator as a debior in
posscsslon, or by & trustec In bankruptoy, shall be decmed a resignation ms Operstor without amy action by Non-Operators,
except the sclection of 8 successor. During the period of time the operating committes coniruls operations, all actions shall
require the approval of two (2) or more pariles owning a majority intercst based on ownorship es shown on Exhibit "A." In
the event there are only two (2) patics to this agreement, during the peviod of time the opersting commiltos controls
opentlons,aﬂﬁdpnnyuwpmblemOpm,NmOpmmmeMnﬂbmhupmymnlhdlbeselecwdul
member of the operating committee, and all actlons shall roquire the spproval of two (2) members of the operating
committee without regard for their interest in the Contract Arca based on Exhibit "A."

C. Employees and Contractors:

The number of employees or contractors used by Operstor in conducting operations hereunder, thelr selection, md the
hours of lsbor end the compensation for services performed shell bo determined by Operator, and all such employees or
contractora shall be the employoes or contractors of Operator,

D. Rights and Dutles of Operator:

1. Compelitive Rates and Uso of Affilistcs; AMl wells drilled on the Contract Arca shall bo drilled on s competitive
contract basis #t the usual rates provailing In the arca. If it so desires, Operator may gmploy its own (ools md equipment in
the drilling of wells, but its charges therefor shall not exceed the prevailing rates in the mrea and tho rale of such charges
shall be agreed upon by the parties in writing before drilling operations are commenced, and such work shall be performed by
Operator wmder the seme terms and conditions as are customary end ususl In the area in contracis of independeat comtractors
who are dolng work of a gimilar nature. All work performed or materials supplied by affiliates or related parties of Operator
shall be performed or supplied at competitive rates, pursuant o written agreement, and in accordsnce with customs and
standards prevallmg in the industry.

2, Discharge of Joint Account Obllgations: Except as herein otherwise specifically provided, Operator shall promply pay
and disch ! d in the dovelop and operation of the Coniract Area pursuant to this agreement and shall
charge each of thc partles hercto with their respective proportionste shares upon the expense basis provided In Exchibit "C.*
Operator shall keep an accurate record of the joint account hercunder, showing expenses Incurred and charges and credits
made and reccived. )

3, Protection from Liens: Operator shall pay, or cause to be paid, as and when they become duc and payable, all accounts
of contractors and suppliers and wages and salaries for services rendered or performed, and for materisls supplied on, to or In
respect of the Contract Ares or any operations for the joint sccount thereof, and shall keep the Contract Area free from
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liens and encumbrances resulting therefrom except for those resulting from a bona fide dispute ea to services remdered or
materials supplied.

4, Custody of Funds; Operator shall bold for the of the Non-Op: any funds of the Non-Operators advanced
or paid to the Opermor, cither for the conduct of operstions hereunder or a8 & result of the salo of production from the
Comtract Ares, and such funds shall romain the funds of the Non-Operators on whose account they are advanced or paid util
used for thelr Intended purpose or otherwise deliverod to the Non-Operstors or epplied toward the payment of debts as
provided in Article VII.B, Nothing in this paragreph shall be construed to cstablish a fiduclery relationship between Operstor
and Non-Operalors for any purpose other than to account for Non-Operator funds as herein specifically provided. Nothing in
this paragraph shell require the maintenance by Operator of scparato accounts for tho funds of Non-Operators unless the
partica otherwise specifically agree.

5. Access to Contract Ares and Regprds: Operator shall, except ap otherwlse provided heseln, pormit each Non-Operator
or its duly authorized roprosentative, at the Non-Operator's sole risk and cost, full mnd free wocess at all reasoneble times to
all operations of cvery kind and character being conducted for tho joint sccount oa the Contract Area and to tho records of
operations conducted thereon or production therefrom, including Operator's books and records relsting thereto.  Such sccesy
rights shall not be exercised in a manner interfering with Op s duct of an operation bereunder and shall not obligats
Operator to fumish any geologic or geophysical data of en intcrpretive naturs unless the cost of properation of such
interpretive data was charged to the joint account. Operstor will firnith to each Non-Operstor upon request copies of any
and all reports and information obtained by O In ion. with production and relsted itoms, including without
limitation, moter and chart reports, production purchaser statements, run Sickets and mouthly gaugs reports, but excluding
purchase contracts and pricing information to the extent not applicable to the production of the Noa-Operator secking the
information.  Any audit of Operator's records relating to emounts cxpended and the eppropristeness of such expenditures
shall be conducted in accordance with the audit protocol specified in Exhibit *C.”

6. i ; Operator will file, and upon written request promptly fumish copies to
cach requesting Non-Operator not in default of its payment obligations, all operational notices, reports or applications
required fo be filed by local, State, Federal or Indian agencies or euthoritics having Jurlsdiction over operations  herenmder.

Bach Non-Op shall provide to Oy on a timely basis all rn?mn‘l on nesessary Lt [ ingy.
7. Dd : The following pmvis‘:ggsm&:f apply gﬁﬁﬁﬂ% gﬁlﬁ%
limited to the Initial Well: '
(a) Operator will promptly advise Non-Operators of the date on which the well 1s spudded, or the date on which
drilling operations are commenced.
(blg’pﬁ'li!‘ W ﬁg. 10 Na-ﬂncaw:’is rEL'ﬁ‘Fu. test results and notices regarding the progress of operations on the woll
as the Neo-Ome‘bj reasonsbly request, including, but not limited to, daily drilling reports, completion reports, and well logs.
(c) Operator shell adequatzty test all Zones encountered which may reasonably be expected to be capable of producing
Oil and Gas in paying quantitics as & result of examination of the electric log of aay other logs or cores or tests conducted
hereunder.

8. Cost Estimates; Upon request of any Consenting Party, Operator shall furnish estimates of curvent and cumuldive costs
lncunedforﬂlejuintmuntatnmonlbleinmvdsdudnglhecondwtofmyowlﬁonymmtmlhhwmm
OpenlorshlllnotbeheldIlnbleﬁ:rmminmchesﬁmﬁessolonnsﬂuudmﬂummdoinpbdﬁim.

9, Ingurance; At ell times while operations ere conducted hereunder, Op shall comply with the workers
compensation law of the state wheto the operations mre being ducted; provided, b , thet Operator mey be a solf-
insumfbrlilbilltymdetsaidcompmaﬁ«mlawu'mwhlohevmtﬂieonlydurgemushnllbemmwmejoim-coomtﬂml
be as provided in Exhibit “C." Operator shall also camy or provide Insurance for the boucfit of the joint account of tho parties
as outlined in Exhibit "D" sttached hereto and made 8 part hereof Operator shall requirc all contractors engaged in work on
or for the Contract Area to comply with the workers compensation law of the state whore the operations are belnp conducted
and to maintain such other insurance a3 Operator may require.

In the cvent bile liability 1 is specified in said Exhibit "D," or subscquently receives the epproval of the
parties, no direct charge shall be made by Opeorator for premiums pald for such insurmncs for Operator's automotive
equipment,

ARTICLE VL.
DRILLING AND DEVELOPFMENT
Artnitlal Wells
———On-orbeforothe— doyef 5 Opctesthollsommencotho-drtingeHionitol

- b drilled 1 Contraet A d the parties to thia
B 1 L T P S T 5 e b rady e e b s Conrc Are, ot ot

and-shall-thecoalior-continve-the-drilling-of the-well-with-due-diligenceo

The-deliing—of-tre_tniiak-Wolk
in-Complotion-opeeations and-Artisle k.
B. Subsequent Operations:

1. Proposed Operations: If any party hereto should desire to drill any well on the Contract Aren other than the Initial Well, or
if any party should desire to Rework, Sidetrack, Decpen, Recomplete or Plug Back a dry hole or a well no longer cepnble of
producing in paying quantities in which such party has not otherwise relinquished its inferest in the proposed objective Zane under
this sgreement, the party desiring to drill, Rework, Sidetrack, Decpen, Recomplete or Plug Back such a well shall give written
notice of the proposed operation to the parties who have not otherwise relinquished their inferest In such objective Zone
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under this agreement and to all other parties in the caso of 8 proposal for Sidetracking or Deepening, specifying the work to be
performed, the location, proposed depth, objective Zone and the eatimated cost of the operation. The parties to whom such
notloe s deflvered shall bave thirty (30) days after receipt of the notice within which to notify the party proposing to do the work
whether they elect to participate in the cost of the proposed operation. If a drilling rig is on location, notice of 8 proposal to
Rework, Sidetrack, Recomplete, Plug Back or Deepen may be given by tslephone mnd the response period shall be limited to forty-
clght (48) hours,~sxelusive—of—Saturdey,—Sundey—and-togal-holideys. Failuro of a party to whom such notice is delivered to reply
within the period above fixed shall constitute en election by that party not to participate in the cost of the proposed operation,
Any proposal by a party to conduct an operation conflicting with the operation Initially proposed ahall bo dellvered to all parties
within the time and in the manner provided in Asticle VLB.6.

If ull partics to whom such notice Is delivered elect to partidipsic in such 8 proposed operation, the parties shall be
contractually committed to participste thereln provided such operstlons are commenced within the time period hereafter sct
forth, and Operator shall, no later than ninety (90) days after expiration of the notice period of thirty (30) days (or s
promptly as practicable after the expiration of the fosty-cight (48) hour period when a duilling rig is on locatlon, as the case
may be), sctually commence the proposed operation and thereaft plete it with due diligonce et tho risk and expense of
the parties participwing therein; provided, however, said commencement date may be extended upon written notice of same
by Operator to the other parties, for a period of up to thisty (30) edditional days if, in the sole opinion of Operator, such
additional time is reasonably necessary to obtain permits from govemmental euthorities, surface rights (including rights-of-
way) or appropriste drilling equipment, or to complete title examination or curative matter required for title approval or
acceptance. If the actual oporstion has not been commenced within the time provided (including any oxtcmslon thereof as
specifically permitted hersin or in the forco majeure provisions of Article XI) and if any party hereto still deslres to conduct
said oporation, written notice proposing same must be resubmitted to the other parties in accordance herewith as if no prior
proposal had been made. Those perties that did not participete In the drilling of & woll for which a proposal to Decpen or
Sidetrack is made hereunder shall, If such parties desire to particip in the proposed Deepening or Sidetracking operation,
reimburse the Drilling Parties in sccordance with Article VLB.4. in the evont of a Deepening operation and in accordance
with Article VL.B.5. in the event of a Sidctracking operation.

2. Ogernlions by Less Than All Parties:

(s) Determinstion of Partlcipation, If any party to whom such notice s deliversd as provided in Article VIB.L. or
VLC.1. (Option No. 2) elects not to participate In the proposed operation, then, in order to be eatitled to the benofits of this
Article, the party or parties giving the noticc and such other parties a9 hall clect to participate in the operation whall, no
lntwthmninely(m)daysaﬁerﬂwexplraﬂnnofﬂunodwpaiodof:ﬂnhyco)duys(orupmmpdynpmdubkmme
cxpiration of the forty-cight (48) hour period when a drilling rig Is on location, as the cese may be) sctually commence tho
proposed operation and complete it with duo diligence. Operator shall perform all work for the account of the Consemting
Parties; provided, however, if no drilling rig or other equipment is on location, end if Operator Is a Non-Consenting Party,
the Consenting Pertics shall either; () request Operator to perfom the work required by such propossd operetion for the
account of the Consenting Parties, or (ii) designatc one of the Consenting Parties as Operator to perform such work. The
rights and duties granted to snd imposod upon the Operator under this agr are grented to and imposed upon the party
designated as Operstor for an operation in which the original Operator is a Non-Consenting Pasty. Congenting Parties, when
conducting operations on the Contract Arca pursuant to this Artlole VLB.2, shall comply with all terms and conditions of this
agresment,

If less than all parties approvo amy proposed operation, the proposing party, immediately after the expiration of the
spplicable notlec period, shall advisc all Partics of the total interest of the partles approving such operation and its

datlon as to whether tho Ci ing Partles should proceed with the operation es proposed. Each Consenting Perty,
within forty-cight (48) hours (exchusive-of-Salurday—Sunday—and-legal-holidays) after delivery of such notice, shall sdvisc the
proposing party of its desire to (i) limit participation to such party’s interest as shown on Exhibit "A® or (ii) camy oaly its
proporti part (detrmined by sividing such party’s inlerest In the Contract Area by the interests of all Consenting Pastics in
the Contract Area) of Nen-Consenting Parties' Intorests, or (ill) canry its proportionate part (determined as provided in () of
Non-Consenting Partics' interests togother with all or a portion of its proportionate part of sny Noo-Consenting Parties'
interests that any Consenting Party did not elect to take, Any interest of Non-Consenting Perties that is not camricd by ¢
Consenting Party shall be deemed to be cawled by the party proposing the operation if such party does not withdraw its
proposal,  Failure to uivi:nl.'h:pmpoolngynrtywimmma&mmuimilwlbcdmedlnuemnumr(ﬁ In the cvenl &
drilling rig is on location, notlce may be given by telephane, and the time pormitted for such a response shall not exceed &
total of forty-cight (48) hours—{ewelusive—oi-Saturday~Sunday—and-legal-helidays). The proposing party, at ts election, may
withdraw suoh proposal if there is less then 100% pesticipation and shall notify all parties of such decision within ten (10)
days, or within twenty-four (24) hours if a drilling rig Is on location, following expiration of the applicable response period.
If 100% subscription to the proposed operation is obtained, the prop ing party shall promptly notify the Consenting Pastics
of their proportionate interests in the operation mnd the party serving as Operator shall commence such opemtion within the
period provided in Article V1B.1., subject to the same exteasion right as provided therein.

(b) Rslinguishment of Interest for Nog-Participation, The cntire cost and risk of conduoting such operations shall be
bmmhyu»(:cnumhgrml-oslnuupmponlmuuuyhaudmndmbwmwmmarmoprmlu;
pursgrmph.  Consenting Parties shall keep the leaschold estates involved In such operations free and clear of all liens and
encumbrances of every kind created by or arising from the operations, of the Consenting Partics. If such an operation results
in & dry hole, then subject to Articles VLB.6, and VLEJ, the Consenting Partics shall plug and abandon the well and restore
the surface location at their sole cost, risk and exp provided, | 7, that those Non-Consenting Parties that
participated in the drilling, Deepening or Sidetracking of the well shall remain liable for, and shall pay, their propertionaie
shares of the cost of plugging and abandoning the well and restoring the surface location Insofer only as those costs were not

§ by the subseq perati of the Consenting Partics, If any well delled, Reworked, Sidetracked, Deeponed,
Recompleted or Plugged Back under the provisions of this Article results in » well capable of producing Oil andfor Gas in
payinsqlmﬂhias.dleComuhl;PnﬂushallComp!mmdoqulpdsew!ltoprodmenmllmhwstmdmk.mdlhc
wcllshl!lmmbcmaduv:rwom{itmmrdldnnlmdm!hnmnﬁm)mdmulibowwhum
expense and for the of the C tiig Parties. Upon commenccment of operations for the -drilling, Reworking,
Sidetracking, Recompleting, Decpening or Piugging Back of mny such well by Consenting Partics In accordance with the
provisions of this Asticle, cach Non-Conscating Party shall be deemed to have relinquished to Consenting Partics, and the
Consmtinshrﬂun!uummdhowuﬂedwmcive.inpmpomontuﬂmarmpouhelmems,ﬂlnrmhﬂon-
Consenting Party's interest in tho woll and share of production thercfrom or, in the case of a Reworking, Sidetrscking
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Deepening, Recompleting or Plugging Beck, or a Completion pursuant to Article VLC.l. Option No. 2, all of such Non-
Consenting Party's interest in the production obtalned from the operstion In which the Nom-Cousonting Party did oot elect
to participate. Such relinquishment shall be effective until the proceeds of the salo of such share, caloulsted at the well, or
market value thercof if such share is not sold (after deducting appliceble ad valorem, production, severance, and excise taxes,
royalty, overriding royalty and other interests not excepted by Astlcle TILC. payable out of or measured by the production
from such well accruing with respect to such interest until it reverts), shall equal the tota! of the following:

(D __150 % of each such Non-Consenting Party's shere of the cost of mmy newly scquired surfice equipment
beyond the wellhead conneotions (including but not limited to stock tanks, separators, treaters, pumplng equipment and
piping), plus 100% of cach such Noo-Conscnting Party's sharc of the cost of operation of the well commencing with flrst
production and continuing until each such Non-Conscnting Party's rolloquished intereat shell revert to it under other
provislons of this Article, it being egrocd that each Non-Comsenting Party's ghare of such costs and equipment will be that
interest which would have been chargesble to such Non-Consenting Party had it particlpated in the well from the beginning
of the operations; end

(ii)_400 % of (a) that portion of the costs and expenses of drilling, Reworking, Sidetracking, Decpening.
Plugging Back, testing, Completing, and Recompleting, efter deducting any cash contributions reccived under Article VILC,
and of (b) thet portion of the cost of newly acquired cquipment in tho well (to and including the weilhead connections),
which would have been chargeable to such Non-Consenting Party If it had participated theroin,

Notwithstanding saything to the contrary in this Article VIB., if the weil does not reach the decpest objective Zone
described In the notice proposing the well for rcasons other than the emcountering of grantie or practically impenetrable
substance or other condition in the hole rendering further operations impracticable, Operator shall give notloe thereof to cach
Non-Consenting Party who submitted or voted for an altemative proposal under Asticle VIB.G6. to drill the well to a
shallower Zomo than the deepest objective Zone proposcd in tho noticc under which the well was drilled, end cach such Non-
Consenting Party shall have the option to participate in the initlal proposed Completion of the well by psylng iti share of the
cost of drilling the well to its actual depth, calculsted In the manner provided In Article VIB4, (a). If any such Non-
Consenting Party does not clect to participate in the first Completion proposed for such well, the relinqulshment provisions
of this Article VI.B.2. (b) shali apply to such party's interest.

() Reworking. Recompleting or Plugging Back, An clection not to perticipate in the drilling, Sldstracking or
Decpening of & well shall be decmed an election not to participate in any Reworking or Plugging Back operation proposed in
such a well, or portion thereof, to which the initial non-consent election applied that is conducted st any, time prior to full
recovery by the Consenting Parties of the Non-Consenting Party’s recoupment amount Similarly, an clection not to
participate [n the Completing or Recompleting of a well shall be deemed an electlon not to particip in sny Reworking
operation proposed in such a well, or portion thereof, to which the initial non-consent clection spplied that is cooducted at
any time prior to full recovery by the Consenting Parties of the Nou-Consenting Party's rocoupment amount Any such
Reworking, Recompleting or Plugging Back operati ducted during the P poriod shall bo deemed part of the
cost of operation of sald well end there shall be added to the sums to be recouped by the Consenting Partics _400 % of
that portion of the costs of thc Reworking, Recompleting or Plugging Back oporation which would have been chargesble to
such Non-Conzenting Party had it participated therein. If such a Reworking, Recompleting or Plugging Back operation i
proposed during such recoupment period, the provisions of this Antick VLB, shall be applicablo as between sald Consenting
Parties In said well.

(d) Recoupment Maticrs, During the period of time Cousenting Partles are entitlod to receive Non-Consenting Party's
share of production, or the procceds therefrom, Consenting Parties shall be responsible for the payment of all ad valorem,
production, severance, excise, gathering and other taxes, end all royalty, ovemiding royalty and other burdens applicable to
Non-Consenting Party's share of production not excepted by Artlele IIL.C.

In the case of any Reworking, Sidetracking, Plugging Back, Recomplting or Decpening operation, the Consenting
Parties shall be permitted to uso, free of cost, all caslng tubing and- other equipment in the well, but the ownership of all
such equipment shall remain unchenged; and upon sbandonment of a well afler such Reworking, Sidetracking, Plugging Back,
Recompleting or Deepening, the Consenting Parties shall account for all such equipment to the owncrs thereof, with cach
party receiving its proportionate part in kind or in value, loss cost of salvage,

Within ninety (90) deys afier the completion of any operation under this Afticle, the party conducting the operations
for the Conseoting Parties shall fumish each Non-Consenting Party with an inventory of the equipment In and connected to
the well, and en itemized statement of the cost of drilling, Sidewacking. Deepening, Plugging Back, testing, Completing,
Recompleting, and equipping the well for production; or, et i option, tho operating party, in licu of an ftemizod matement
of such costs of operation, may submit a detailed statement of monthly billings. Each month thereafler, during the time the
Consenting Partles are being reimbursed as provided shove, the party conducting the operations for the Consenting Parties
shall fumish the Non-Conseoting Partics with an itemized statemont of all costs and liabilities incurred in tho operation of
|hcwel|.togetherwlthaslntmenlofmeqnmﬁiyofoilmdﬁlspmdueedﬁomﬂlndlhe-nomofpmeudlrulmdﬁom
the sale of the wells working Interest production during the preceding month In detormining the quantity of Oil and Gas
produced during mymonm,ConmllngParﬂushnlluuindumyuwednwdndsmdiuhnnotlhnltedmmﬁednsor
periodle well tests, Any amount realized from the salo or other disposition of equipment newly acquired in comnestion with
any such operation which would have been owned by a Non-Conseiting Party had it participatsd therein shall be credited
agalnst the total unretumed costs of the work dono and of the equipment purchased in determining when the interest of such
Non-Consenting Party shall revert to it as above provided; and if thiero is & credit balancs, it shell be paid to such Non-
Consenting Party.

if and when the Consenting Pastles recover from a Non-Coasenting Party's relinquished Interest the smounts provided
for ebove, the relinquished interests of such Non-Consenting Party shall automatically revert 1o It a3 of 7:00 wm. on the day
following the day on which such recoupment occurs, and, from and after such reversion, such Non-Consenting Party shall
own the smme interest In such well, the matcrial and equipment in or pertaining thereto, and the production thercfrom as
such Non-Comsenting Party would have been entitled to bad it paticipated in the drilling, Sidetracking, Reworking,
Decpening, Recompleting or Plugging Back of said well.  Thereafier, such Non-Consenting Party shall be charged with and
shall pay lts proportionate part of the frther costs of the operation of seid well I accordance with the tenns of this
agreement and Exchibit "C* attached hereto,

3. Stand-By Costs: When & well which has been drilledotDeepmedhumhedhmdwﬁuddopthmdlllmhm
been completed and the results thereof fumished to the partics, or when operations on the well have beea otherwiso
terminated pursuant to Article VLF., stand-by costs incurred pending response to 8 party's notice proposing s Reworking,
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Sidetracking, Deepening, Recompleting, Plugging Back or Completing operstion in such a well (including the period required
under Article VLB.6. to resolve competing proposals) shall be charged and bome as part of the drilling or Decpening
operetion Just completed.  Stand-by costs subscquent to sll partics respanding, or expimtion of tho response time pemmltted,
whichever first occurs, and prior to sgreement as to the participating interests of all Consenting Parties pursummt to tho terms
of tho second grammatical paragraph of Article VLB.2. (a), shall be charged to snd bome ms part of the proposed operation,
but if the proposal is subsequently withdrawn becausc of sufficlent participation, such stand-by costs shall be sllocated
between the Conscnting Parties in the proportion each Consenting Party's interest ms shown on Exhibit "A" bears to the tola!
intorest as shown on Exhibit *A" of all Consenting Partics.

In the cvent that notice for & Sidetracking operstion is given while the drilling rig to be. utilized Is on locatlon, any party
may request and receive up to five (5) additional days afier expiration of the forty-oight hour response period specified in
Aticle VIB.l. within which to respond by paying for all stand-by costs and other costs Incurred during such extended
response period; Operafor may require such party to pay the estimsted stand-by time in sdvance ss a condition to extending
the response period. If more then one party clects to take such additional time to respond to the notice, standby costs shall be
allocated between the partics taking additional time to respond on a day-to-day besis in the proportion each clecting party's
interest s ahown on Exhibit "A” beers to the total interest a9 shown on Exhibit *A" of all the electing partics,

4. Decpening: IF less than all parties elect to participate in a drilling, Sidetracking, or Deepening operation proposed
pursuant fo Article VIB.1, the interest relinquished by tho Non-Conscating' Pertics to the Consenting Portics under Asticle
VIB.2. shall relate only and be limited to the lesser of (i) tho total depth actually drilled or (i) the objective depth or Zone
of which the parties were given notlce under Article VIB.l, (“Initial Objective*). Such well shall not bo Decpened boyond the
Initial ObJective without first complying with this Article to afford the Non-Consenting Partles the opportunlty to participate
in the Deepening operation.

In tho cvent any Consenting Pacty desires to driil or Decpen 2 'Non-Consent Well to a depth below the Inltisl Objective,
such party shall give notice thereof, complying with the requiremeats of Artiole VLB.L., to all pacties (including Nom-
Consenting Partics). Thereupon, Articles VLB.1, and 2. shall apply and all pwtics recelving such notice shall havo the right to
participate o not particlpate in the Deepening of such well pursuant to sald Artiokes VLB.1. and 2. If & Deepening operation
is approved pursuant to such provisians, and If any Non-Consenting :Party clects to participate in the Deepening operation,
such Non-Consenting party shall pay or make reimbursement (as the case may be) of the following costs and expenses.

(u)lf!hcprowsnltoDecpenismndepriortoﬂleCompleﬂcﬁofsuahwellulwellupublenfwodwinsinpaying
quantitics, such Non-Conscating Party shall pay (or reimburse Consenting Partics for, a3 the case may be) that share of costs
and expenses incurred im connection with the drililng of said well from the surface to the Initlal Objective which Non-
Consenting Party would have pald had such Non-Consenting Party agreed to patticipate therein, plus the Non-Consenting
Party's share of the cost of Deepening end of participating in any further operations on the well in accordance with the other
provisiona of this Agr t; provided, however, all costs for testing mx Completion or sttempted Completion of the well
incurred by Consenting Parties prior to the point of actual operetions to Deepea beyond the Initial Objectiva shall be for the
sole account of Consenting Partles.

(b) If the proposal is made for a Non-Consent Well that has been previously Completed as 8 well capeble of producing
in paying quentities, but is no longer capable of producing in peying quantities, such Non-Consenting Party shall psy (or
reimburse Consenting Parties for, as the case may be) ita proportionabe share of all costs of drilling Completing, and
cquipping seid well from the surface to the Initial Objective, calculated in the manner provided in paragraph () sbove, less
those costs recouped by the Consenting Parties from tho sale of production from the well. The Non-Consenting Party shall
wlso pay its proportionalc share of sll costs of re-enlering sald well, The Non-Consenting Partics' proportionate part (based
on the percentage of such well Non-Consenting Party would have owned had It previously participated in such Non-Consent
Well) of the costs of salvable materinls and equipment remaining in the hole wnd salvable surfoce equipment used in
conncction with such well shall be determined in accordance with Exhibit "C" If the Consenting Parties have recouped the

eoutofdrilllng.Omnpleﬁnz.mdequlppingﬂ\ewellnmoﬁmesuchf‘,;,, is ducted, then a Nou-
Consenting Party may participate In the Decpening of the well with no payment for costs incurred prior to re-enteving the
well for Deopening

The foregoing shall not imply a right of any Consenting Party to propose mny Decpening for a Non-Conscat Well prior
to the drilling of such well to lts Initlal Objective without the consent of the other Conscnting Parties as provided in Article
VIF.

5. Sidetracking; Any party having the right to parlicipate in & proposed Sidetracking operation that do¢s not own an
inerest in the affected wellbore at the time of the notice shall, upen electing to participate, tender to the wellbore owners its
proportionate share (equal to its interest in the Sidetracking operation) of the value of that portion of the existing wellbors
to be utilized us follows:

(a) If the proposal is for Sidetracking an existing dry hole, reimbursement shall be on the basis of tho actual costs
incurred in the initial drilling of the well down ta the depth at which the Sidetracking operation is initiated.

(b) If the proposal is for Sidetracking a well which has proviously produced, relmbursement shall be on the basis of
such party’s proportionate share of drilling and equipping costs incurred in the initial drilling of the well down to the depth
at which the Sidetracking operation Is conducted, calculated in the manner described in Atticle VLB.4(b) above, Such party's
proportionate share of the cost of the well's salvable matcrials and cquipment down 10 the depth & which the Sidetracking
operation is initiated shall be d ined in dance with the provisions of Exhibit "C.”

6. Order of Preference of Qperations, Except as otherwise spedifically provided in this agreement, if any party desires to
pmpmeﬂucmductofwopcmiunﬂmmﬁiﬂ:wilhapmpmldmhuhwnmldnhyammmhmm\ﬁ,luﬂl
party shall have fifteen (15) days from delivery of the initial proposal, in the case of s proposal to drill & well or to perform
an operation on a well where no drilling rig is on location, or twenty-four (24) hours, exelusive-of-Saturday—Sunday—and-legal
holidays—from delivery of the Initiel proposal, if a drilling rig is on ‘location for the well on which such operation Is to be
wndnmd.lndcilmmulpxdawﬁﬂwmpmmlnmmdmaﬂpw:mmm

altemnate proposal fo contaln the same (nformat quired to be included in the Initial proposal. Ench party roceiving such
proposals shall elect by delivery of notlee to Operator within five (5) days after expiration of the proposal period, or within
twenty-four (24) hours (oxelusive-of-Saturday,-Sunday-und-legal-holidays) if a drilling rig is on location for the well that s th

;ubjwoflhopmpmm.wymldpmhlonuufuwwmpainspmdl. Any party not clecting within the time required
shall be deemed mot to have voted. The proposal recelving the voto of pmrties owning the lurgest aggregato peroeniage
lntumol‘mepmluvo!lngmuhnveprioﬁtyoverallomereompeﬂngpmpouk:hﬂlecmofldevute.me
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initial proposal shall prevail. Operator shall deliver motico of such result to all parties entitied to participato in the operation
within five (5) days after expiration of the election period (or within twenty-four (24) hours, exclusive—ef-Satardmy—Sundsy
and—legalholideys—if a drilling rig is on location). Each party shall then have two (2) days (or twenty-four (24) bours if a rig
is on location) from reccipt of such notice to elect by delivery of notice to Operator to participate in such operstion or to
relinquish Interest In the affecicd well pursuant (o the provisions of Artick V1.B.2,; failure by a party to deliver notice within
such period shall be deemed an election not to participate in the prevalling proposal.

7. Conformity to Spacing Pattem. Notwithstanding the provisions of thls Article VLB.2, it is agreed thet no wells shall be
proposed to be drilled to or Completed In or produced from & Zone from which a well located clscwherc on the Contract
Area is producing, unless such well conforms to the then-cxisting well spacing pattern for such Zone.

8. Paying Wells, No party shall duct eny Roworking Deepening, Plugging Back, Completion, Recompletion, or
Sidetracking operation under this sgreement with respect to any well then copable of producing in paying qumtitics excopt
with the consent of all parties that have not relinquished interests in the woll at the time of such operation.

C. Completion of Wells; Reworking snd Plugging Back: :

1. Complgtion; Without the coasent of alt parties, no well shall be drilled, Decpened or Sidctracked, except any well
drilled, Deepencd or Sidetracked pursuant to the provisions of Article VIB2. of this agresment. Consent to the drilling,
Decpening or Sidstracking shall include:

© Option No. 1: All neccssary cxpenditures for the drilling, Decpening or Sidetracking, (testing, Completing and

quipping of the well, including y tankage and/or surface facilities. 2

O Option No, 2: All necessary expenditures for the drilling, Deepening or Sidetracking and testing of the well. When

such well has reached its authorized depth, end all logs, cores and other tests heve been completed, and the resuits

thereof fumished to the parties, Operator shall give immediats notico to the Non-Operstors having the right to
particip in 8 Completion sttempt whether or not Ope recommends  attempting to Complete the well,
together with Operstor's AFE for Completion costs if not proviowly provided. The parties reociving such notice
shall have forty-cight (48) hours Jusive-of-Ssturdeyy—Sunday-snd—legal-halidays) in which to clect by delivery of
notice to Operator to partlcipate in a recommended Completion attempt or to wmake a Completion proposal with an

panying AFE. Op shall deliver any such Completion proposal, or any Completion propossl conflicting
with Opecrator's proposal, to the other parties entitied to participats in such Completion in accordance with the
procedures specified in Articke VIB.6. Election to particlpsts in a Completion attempt shall include consent to ell
necessary expenditures for the Completing and equipping of such well, imcloding ncocssary tankage and/or surface
facllities but excluding eny stimulstion operation not contained on the Completion AFE. Fellwe of any party
receiving such notice to reply within the period sbove fixed shall constitute an clection by that party pot to
participate In the cost of the Complction attempt; provided, thet Article VLB.6. shall control in the case of
conflicting Completion proposals, If one or more, but less than ell of the partics, clost to ettempt & Completion, the
provision of Article VLB2. hereof (the phrasc “Reworking, Sidetracking, Deopening, Recompleting or Plugging

Back® s contained in Asticle VLB2. shall be desmed to include "Completing™ shall spply to the opemstions

thereafler conducted by loss than all parties; provided, however, that Article VLB.2. shall apply separsicly to cach

soparate Completion or Recampletion attempt underteken heseunder, and an clection i becomo a Non-Consenting

Party as to onc Completion or Recompletion attempt shall not prevent s party from becoming a Consenting Party

in subsequent Completion or Recompletion attempts regardless whether the Consenting Partles as to carlier

Completions or Recompletion have recouped their costs Wt to Article V1.B.2,; provided further, that sny

recoupment of costs by a Consenting Party shall be made:solely from the production attributable to the Zone in

which the Completion attempt is made. Election by @ previous Non-Consenting plrfy to participate in @ subsequent

Completion or Recompletion attesnpt shall requiro such party (o pay [ts proportionate share of the cost of salvable

materials and equipment installed in tho well pursuant to the previous Completion or Recompletion attempt,

insofar and only insofer as such materials and cquipment beoefit the Zone in which such party participates in 8

Completion attempt,

2. Rework, Recomplete or Plug Back; No well shall be Reworked, Recompleted or Plugged Back except 8 well Reworked,
Recompleted, or Plugged Back pursuant to the provislons of Article VIB.2. of this agrecment. Consent to the Reworking.
Recompleting or Plugging Back of a well shall include all neocssary expenditures in conducting such opemtions and
Completing and equipping of said wel), including necessary lankege and/or surface faoilities.

D. Other Operations: .

Operator shall not undertake any single project reasonably estimated to require an expenditure inexcessof
Fifty Thousand and no/100 Dollars (55000080 ) except In conection with the
drilling, Sidetracking, Reworking, Deepening, Completing, Recompleting or Plugging Back of a well that hes been previously

horized by or p to this agreement; provided, however, that, in case of explosion, fire, flood or othor sudden
emergency, whether of the same or different nature, Operator may take such steps and Incur such cxpenses as in its opinlon
are required ta deal with the emergency to safeguard life and. property but Operator, as promptly as possible, shall repost the
emergency to tho other partics. KOpanpmpuusnAFEtbriﬂowanpuﬂoerﬂunishmyNarOpm:o
requesting an Information copy thercof for mny single project costing in excess of mmmm____ooum
($.50,000,00 ). Anypmywhahasnotnllnqxﬁﬂ:edhsinmwthaweﬂlhlﬂhmﬂleriﬂmpropmmn
Opérstor perform repair work o undertake the installation of artificlel lift equipmeat or ancillary production fucilities such as
salt water disposal wells or to conduct additional work with respect to 8 well drilled hereunder of other similar project (but
not including the instaflation of gathering lines or other transportation or maketing focilities, the installation of which shall
be govemed by separate agreement between tho parties) reasonably cstimated to require an expenditure in excess of the
amount first sct forth above In this Articls VID. (cxcept in comection with an operation required to bo proposed under
Asticles VIB.{. or VLC.1. Opticn No. 2, which shell be governed exclusively be those Articles). Operator shall deliver such
proposal to all parties entitied to participate thereln, If within lhlny (30) days thercof Operator scoures the written consent
ofany party o parties owningatleast 75 % of the interests of the partics entitled to participats in such operation,
cach party having the right to participate in such project shall be bound by the terms of such proposal and shell be obligated
to pay its proporiionate share of the costs of the proposed project as if it had consented o such project pursuant to the terms
of the proposal,
E. Abandonment of Wells:

1. Abandonment of Dry Holeg: Except for any well drilled or Deepened pursuant to Article V1B.2, any well which has
been drilled or Deepened under the terms of this agr and i, proposed to be completed ms a dry hole shall not be

-9.




—
— O D 0 NN VA WN -

A.AP.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989

plugged and abandoned without the comsent of all parties, Should Operator, afier diligent effort, be unable to contact amy
party, or should any party fail to reply within forty-cight (48) hours (onalusive—of—Seturlay—Sundsy—and—legal-holidays) after
delivery of notice of the proposal to plug and sbandon such well, such party shall be deemed to bave cousented to the
proposed sbandonment. All such wells shall be plugged and sbandoned in accordence with spplicable reguistions and at the
cost, risk and expense of the partics who participated in the cost of drilling or Despening such well. Any party who objects to
plugging end sbandoning such well by notice delivered to Operstor within forty-cight (48) hours {enolusive—of—Saturday;
Sunday—and—legal-helidays) after delivery of motice of the proposed plugging shall teke over the well as of the end of such
forty-cight (48) hour notice ‘period and conduct further operations in scarch of Oll and/or Gas subject to the provisions of
Article VIB.; failure of such perty to provide proof reasonably satisfgctary 1o Operator of lfe financial capebility to conduct
such operations or to take over the well within such period or thereafter to conduct operstions on such well or plug and
abandon such well shall entitle Operator fo retain or tako possession of the well and plug and sbandon the well. The party
taking over the well shall indemnify Operator (if Oporator is an sbandoning party) and the other abandoning partics agalnst
liability for eny further operations conducted on such well except for the costs of plugging end abandoning the well and
restoring the surface, for which the sbandoning parties shall remain proportionately lisble,

z.mwmwmswmwmumwmnummtmmmm
conducted hercunder for which the Consenting Partios have not been fully rcimbursed as herein provided, any well which bas
been completed as & producer shall not be plugged and abandoned without the consent of all partics. If all parties consent to
such sbendonment, the well shall be plugged and sbandoned in accordmoe with epplicable regulations and at the cost, risk
and expense of nli the perties hereto, Failure of a party to reply within sixty (60) days of delivery of notice of proposed
aband: shall be deemed an election to consent to the proposal. If, within sixty (60) days sfter delivery of notice of the
proposed abandonment of amy well, all partles do nmot agree to the abadomment of such well, thosc wishing to continue its
opemion&nmMZmethenopmwpmdwﬁondullbeobliguodtolakeovermewelluofdlewhﬁonofme
appﬁcnhlemﬁeepaiodmdshaﬂindemni&Opem(ifOpumkmabndmlnxpm)lndtbeotherubtndoningpalﬁu
against liability for any further operations oo the well conducted by such parties. Failure of such party or parties to peovide
proof reasonsbly satlsfactory to Operator of their financial capability to conduct such operations or to ke over the well
within the required period or thereafter to conduct operations on such well shall entifle operator to retain or take possession
of such well and plug and abandon the well.

Partics taking over a well as provided herein shall tender to each of the other parties iis proportionate share of the value of

the well's salvable material and equipment, determined in accordance with the pmvis‘ims of Exhibit "C,* less tho estimated cost
of salvaging and the estimated cost of plugging and abandoning snd restoring the surface; provided, however, that in the cvent
the estimated plugging and abandoning and surface resioration costs and the estimated cost of salvaging sro higher than the
value of the well's salvable material and equipment, each of tho sbandoning partics shall tender to the partics continuing
p their proporti gharcs of the estimated excess cost Each sbandoning party shall assign to the non-abandoning
partles, without warranty, express or Implied, as to title or as to quantity, or fitness for use of the equipment end material, all
of Its interest in the wellbore of the well and related equipment, together with its interest in the Leaschold insofer and only
insofar ss such Leaschold covers the right to obtain production from that wellbose in the Zone then opea to production. If the
interest of the sbandoning party is or includes and Oil and Gas Interest, such party shall exccute and deliver to the noo-
sbandoning party or partics an ofl and gas lease, limilod to the wellbore and the Zone then open to production, for a ferm of
nne(l)yeurlndsolonglhemh«uﬂilMrmhmmﬁwmmmw.mdﬂmwhmmbm
sttached as Exhibit "B." The assignments or leases so limited shall encompass the Drilling Unit upon which the well s located,
Tho payments by, end the assignments or leases to, the assignees shall be in a ratio based upon the relationship of their
pective p of parti iri the Contract Area fo the sggregato of the percentages of participation in the Contract
Area of all assignoes. There shall be no readjustment of interests in the remaining portions of the Coatract Arce.

Thercafter, abandoning partics shall have no further responsibillty, liability, or inteccst In the operation of or production
from the well inlheZonelhanopenuﬂlertlmmemydliuminndlnmymmmmdadwmonhﬁmm Upon
request, Operator shall continue to operate the assigned well for the sccount of the nom-abandoning parties nt the rates and
charges contemplated by this sgreement, plus any additional cost and: chusges which may arise as the result of the separate
ownerzhip of the assigned well. Upon proposed sbandonmeat of tho producing Zone assigned or leased, the nssignor or lessor
shall then have the option to repurchase its prior interest in the well (using the same valuation formuls) and participate in
further operations therein subject to the provisions hercof.

3. Abandonment of Non-Consent Operations: The provisions of Article VLE.1. or VLE2. sbove shall be applicable ns
between Consenting Partles in the ovent of the proposed abandonment of any well excepted from said Articles; provided,
however, no well shall bo permancatly plugged end abandoned unless and until all partics having the right to conduct further
opetations therein have been notified of the proposed abandonment and afforded the opportunity to elect fo take over the well
in d with the provisi ofuﬂsArlidcVm‘:mdpmvidedm.thuNmmmmownmlmum
in a portion of the well shall pay their proportionste shares of abandonment and surface restomtion cost for such well es
provided in Articte VLB.2.(b),

F. Termination of Operations:

Upon the commencement of an operation for the drilling, Reworking, Sidetracking, Plugging Back, Deepening, testing.
Completion or plugging of & well, including—bui-not—timited—to—the—Initial-Well-such operation shall not be terminated without
consent of parties bearing __78 % of the costs of such operation; provided, however, that in the event granitc or other
practically imp bl b or condition In the hole is cncountered which renders further operations impractical,
Operator may discontinue operations and give notice of such condition In the manner provided in Article VIB.1, sad the
provisions of Article V1B, or VLE. shall thercaster apply to such operation, as appropriate.

G. Taking Production In Kind;
& Option No. 1; Gas Balanclog Agreement Attached.

Each pmy:hnutakclnHndmupumlyﬁicposeufhmmﬂmahmafﬂimlmdﬂumduwdmm
Contruct Ares, exclusive of production which may be used in development and producing operations and in preparing snd
treating Oil and Gas for marketing purposes mnd production unavoldsbly lost. Any extra expenditure Incurred in the teking
inkludw:m:leﬁispuiﬂmbymmo(mpmpuﬁmﬂimorﬂuym:ﬁmwﬂlumby:uwpw‘ Any
party Iaking its share of production InIdndﬂnllbernquimdtopuyfumiyiumpwﬂmuhmcfmnhmof

Operator's surfiace facilities which it uses. !
Each party shall exocute such division ordmmdemmumuyheneeeswyfprthculeof'minmh
" produgtion from the Contract Area, mnd, except ea provided -in Atticle VILB., shall be entitled to receive payment
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directly from the purchaser thereof for its share of all production.

If any party Rils to make the arrangements necessary to take in kind or separately dispose of its proportionsis
sharo of the Qil produced from the Contract Area, Operator shall have tho right, subject to the rovocation at will by
the party owning it, but not the obligation, to purchese such .Oil or soll it to others at any time and from time to
time, for the account of the nom-laking party. Any such purchase or sale by Operstor may be terminated by
Operator upon at least ten (10) days written notice to the owner of said production and shall be subject always to
the right of the owner of the production upon at lcast ten (10) days written notice to ‘Oporator to excrcise at any
time its right to take in kind, or separately dispose of, its share of all Oil not previously delivered to a purchaser,
Any purchase or sale by Operatar of any other party's share of Oil shall be only for such reasonable perlods of time
as aro consistent with the minimum needs of the imdustry under the particular clrcumstences, but in no event for a
period in excess of one (1) year.

Any such sale by Operator ghall be In a msnner commercially ressoneble under the circumstances but Operstor
shall have no duty to sharc any existing market or to obtain ® price equsl to that received under amy existing
market. The sale or delivery by Operator of a non-eking party's share of Oil under the terma of any exlisting
contract of Operator shall not give the non-teking party any intercst in or make the non-tsking party a party to sald
contrsct. No purchase shinll be made by Operator without first giving the pontaking party af least ten (10) days
written notlce of such intended purchase and the price to be pald or the pricing basis to be used.

All parties shall give timely written notice to Operator of their Gas marketing arrangements for the following
month, excluding price, and shall notify Operator immedistely in the event of & changs in such amangements.
Operstor shall maintain records of all marketing amrangements, and of volumes actually sold or tansported, which
rocords shall be made available ta Non-Operators upon reasonable request.

In the event one or more parties' separate disposition of ity sherc of the Ges causes split-sucam deliveriea to separate
pipslines and/or deliveries which on a day-to-day basis for any reason are not exactly equal to a party's respective propostion~
ate share of total Gas sales to be allocated to it, the balancing or accounting between the parties zhall be in eccordance with
any Gas balancing agreement between the parties hereto, whether such an agreement is attached as Exhidbit "E" or Is 8
separate agrecment. Operator shall give notice to all parties of the first sales of Gas from any well under thls agreement.

O Qption Ng, 2; No Gas Balanclng Agreemeat:

Each party shall take in kind or separately disposs of its . proportionste share of all Oil and Ges produced from
the Contract Area, exclusive of production which may be used In developmeat and producing operetions and in
preparing gnd treeting Oil and Gas for marketing purposes and production unavoidably lost. Any oxtra expenditures
incurred In the taking in kind or separate disposition by my party of its proportionate sharc of the production shall
be bome by such patty. Any party taking its ghare of production in kind shall be required to pay for omly its
proportionate share of such part of Operator's surface facilities which it uses,

Each party shall oxccute such division arders and contracts es may be necessary for the sale of its intercst in
production from the Contract Area, snd, except as provided In Article VILB., shall be eatitled to reccive payment
directly from the purchaser thereof for its share of all production.

If any party falls to makc the aTangemcnts nepessary to take In kind or sopartely dispose of s proportionate
share of the Olf and/or Gas produced from the Coniract Ares, Operator shall have the right, subject to the
revocation at will by the party owning it, but not the obligation, to purchasc such Oil and/or Gas or sell it to others
atanyﬁmeandﬁomﬁmetotime.forﬂrewwmtotﬂlenm-hklngpmy.' Any such purchase or sale by Operator
may be terminated by Operator upon ot least ten (10) days written notice to the owner of said production and ehall
be subject always to ths right of the owner of the production upon et least ten (10) days written notice to Operator
to exercise its right to take in kind, or separately dispose of, .its share of all Qil and/or Ges mot previously deliverod
to & purchaser; provided, however, thst the effective date of any such revocation may be deferred at Opcrator's
clection for & period mol to cxceed nincty (90) days if Operstor has committed such production to a purchase
contract having a term extending beyond such ten (10) -day period. Any purchasc or salo by Operator of any other
party's share of Oil endfor Gas shall be only for such reasonable periods of time &s aro comsistont with the
minimum needs of the industry under the particular circumstances, but in no event for a period In excess of one (1)
year.

Any such sale by Operator shall be in o manner commercially reasonsble under tho circumstances, but Opevator
shall have no duty to share any existing market or transportation arrangement or to obtain & prico or trangportation
foo cqual to that received under any existing market or transportation amsngement. The sale or delivery by
Operator of 8 non-taking perty's share of production undor the terms of any existing contract of Operator shall not
givemenon-mkingputymyintuminwmakeﬂwnm-ukinspmylpmywuidmm No purchase of Qil
and Gas and no sale of Gas shall be made by Opemtor without first giving the mon-taking party ten days writien
notice of such imendedpwehueorulemdﬂlepdoetobeptldormepﬁcingbulsmbeund.OpmMgive
notice to all parties of the first sale of Gas from any well under this Agreement.

All partics shall give timely written noticé to Operator qf their Gas marketing amangements for the following
month, excluding price, and shall notify Operator immedintcly in the ovent of a change In such mrangemonts.
Operstor shall maintain records of all marketing mnngemenuf. and of volumes actuelly sold or transported, which
records shall be made evailablo to Nor-Operators upon ressonablo request i

ARTICLE VII.
EXPENDITURES AND LIABILITY OF PARTIES
A. Liabllity of Parties:

The liability of the perties shell be several, not joint or .collective. Each party shalt be responsible only for Mts obligations,
and shell be llable only for its propostionate sharo of the costs of developing and operating the Contract Area. Accordingly, the
lions granted among the parties in Article VILB. aro given to secure only the debts of each soverally, and no party shall have
any lisbility to third parties hereunder to satisfy the default of any other perty In the payment of any expense or obligation
bereunder. It is not the intention of the partics to create, nor shall this agreement be construed as croating, a mining or other
partnership, joint venture, agency relationship or association, or 1o :render the pertics lisblc as partnes, oo-venturers, or
principals, In their relations with cach other under this agreement, the partics shall not be considered fiduciaries or to have
established a confidential relationship but rather shall be froe to act.on en wm's-kength basis in accordance with thelr owm
respective self-i subject, | , to the obligation of the parties to act in good faith in their dealings with cach other
with respeot to activitdes hereunder.

-



O B0 ~J O\ D WD

A.AP.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989

B. Liens aud Security Interests:

Each party prants to the other parties hereto m lien upon eny interest it now owna or hereafier acquires in Oil and Gas
Leases and Oil and Qas Interests in the Contract Area, and a secaity: interest and/or purchase moncy socurity interest in any
interost it now owns or hereafter acquires in the p I property and fixtures on or used or ohfained for use In conncotion
therewith, to secure performance of all of ite obligations under this agrocment including but not limited to payment of expense,
interest and fees, the proper disbursement of all momies paid hereunder, the assignment or relinquishment of interest in Oil
end Gas Leases as required hereunder, and the proper performance of operstions hercunder, Such lien and security interest
granted by esch party hereto shall include such party's leasehold interests, working interests, operating rights, and royalty end
averriding royalty interests in tho Contract Area now owmed or hereafier acquired and in lands pooled or unitized therewith or
otherwise becoming subject to this agreement, tho Oil and Gas when extracted therefrom and equipment .situated therson or
used or obtalned for use in connection therewith (including, without limitation, all wells, tools, and tubular goods), and accounts
(including, without limitation, accounts erising from gas imbalences or from tho sale of Oil and/or Gas at the wellhcsd),
contract rights, inventory and generel intangibles relating thereto or arising therefrom, and all proceeds and products of the
foregolng,

To perfect the lien and security agreement provided horein, cach pwty hereto shall exocute and acknowledge the recording
supplement and/or any finencing statement preparcd end submitied by any party hereto in conjunction herewith or et any time
following execution hercof, and Operator is suthorized to filc this agreement or the recording supplement cxccuted herewith as
a lien or mortgage in the eppliceble real estate records and as a financing statement with the proper officer under the Uniform
Commercial Code in the state in which the Contract Ares is situated and such other statcs as Operator shall deem appropriate
to perfect the security interest granted herounder. Any party may filo this agreoment, the recording supplement executed
herewlth, or such other documents as it decms necessary ss 2 llen or ‘mortgage in the epplicable real cstate records andior a
financing statement with the proper officer under the Uniform Commeroial Code.

Eachputyrepmenumdwmnlswlheodletpuﬁhmmtthellenmdmmyintemnwmtedbymdnpwm
the other parties shall be a first and prior ficn, and cach party hereby ngrees to maintain tho priority of said llen and security
interest egainst ell persons acquiring an intereat In Oil and Gas Leases and Interests d by this ag by, through or
under such party. All parties acquiring an Interest In Oil and Gas Leases snd Oil and Gas Interests covered by this agreement,
whether by assignment, merger, morigage, operation of law, or .otharwise, shall be deemed to have taken subject
to the lien and securlty interest granted by this Article VILB. as 1o all obligations sttributable to such interest hereunder
whether or not such obligatians arise before or after such interest is acquirced.

To the extent that partics have & scourlty interest umder the Uniform Commercial Code of tho state in which the
Contract Area is situated, they shall be ontited to exercise tho rights and remedlos of a scourcd party under the Code.
The bringing of a suit and the obtaining of judgment by a party for the secured indcbtodness shall not be deemed an
election of remedies or otherwise effect the lien rghts or sccurity infersst as socurity for the payment thercof, In
addition, upon default by any party in the payment of its share of expenscs, interests or fecs, or upoa the improper wo
of funds by the Operator, the other parties shell have the right, without prejudico to other rights or remedies, to oollect
ﬁmﬂ\epurchasu'meproceedsﬁumthesdeofsuchdcfaulﬁngpmy‘s:hmofoil and Ges until the amount owed by
such party, plus interest as provided in "Exhibit C," has been received, and shall have the right 1o offsct the amount
owed against the proceeds from the sale of such defaulting party's share of Oil and Gas. All purchasers of production
may rely on & notification of default from the non-defaulting party or partics stating tho mmoumt duo s » rosult of the
defaylt, and all parties waive any recourse available egainst purchasers for rloasing production procoeds as provided in
this paragraph.

If any party fails to pay its share of cost within one hundred twenty (120) days afier rendition of a statement thercfor by
Operator, the non-defauiting parties, including Operator, shall upon request by Operator, pay the unpaid emount in the
pmponlonlhalmeintuutofuchuwhpmybmmthehtuutofnllsunhpuﬁel. Tho amount paid by each party so
paying its share of the unpaid amount shall be secured by the liens and securlty rights described in Article VILB,, and cach
paying party may indepcndently pursue any remedy available hereunder or otherwise.

If any party does not perform all of its obligations bercunder, and ‘the failuro to perform subjects such party to foreclosuro
or excoutlon proceedings pursuent to the provisions of this agreement, to the exteut ellowed by goveming law, the defaulting
party waives any ilable right of redemption from end after the date of judgment, any required valuation or sppralsement
of the mortgaged or secured property prior to sele, sny available right to stay execution or to require a marshaling of assets
and any required bond in the event a receiver is appoinicd. In addition, to the extent permitted by applicablc lsw, cach party
hereby granls to the other parties 8 power of sale as to any property that is subject to the lien sod security rights granted
hereunder, such power to be exercised in tho manmer provided by applicsble law or othorwise in & commercially reasonable
menner and upon reasonable notics.

Each party agrees that the other parties shall be entitied to utilize the provisions of Oil end Gas lien law or other lien
law of any state in which the Contract Area is situsted to enforce the obligations of each party hereunder.  Without limiting
the generality of the foregoing, to the extent permitied by appliceble law, Non-Operators agree that Operator mey invake or
utiliza the mechanics' or matcrinlmen's lien law of the statc in which the Contract Arca Is situeted in order to seouro the
peyment o Operator of any sum due hercunder for services performed or materials  suppliod by Operator.
C. Advances;

Operator, at Its eclection, shall have the right from timo 0 tme o demand and recclve fiom one or moro of the other

e S R S S B R TR T ST

itemized statement of such cstimated expense, togethor with an invoice :for its f. | t inyqi
for the payment in advence of cstimated oxpenso shall be submitted on or Mfyh%%wwn%ﬁ.%
Esch party shail pay to Operstor ifs proportionate share of such cstimate within fiflcen (15) days after such ostimeto and
invoice is received. If any party falls to pay its share of sald estimnts within said time, the amount due shall bear intercst as
provided in Exhibit "C™ untll paid. Proper adjustment shall be made monthly botwesa advances and actual expenss to the end
thatuchpartyshallbwmdpayiumpmﬁoumshmofumdexpmimmd.nndnomore.

D. Defaults and Remedies:

If any perty fails to dischargs any financial obligation under this agreement, including without limitation the failure to
make any advance under the precoding Article VILC. or any other provision of thig egr within the period required for
such payment hereunder, then in addition to the remedics provided in Article VILB. or elsewhere in this agreement, the
remedics specified below shall be applicable. For purposes of this Article VILD., all notices snd clections shall be delivered
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only by Operator, except that Opevator shall deliver any such notice and election requested by a non-defaulting Non-Operator,
end when Operator is the party in default, the spplicable notices end clections can be delivered by any Non-Operator.
Elestion of any one or more of the following dies shall not preclude the subscquent use of any other remedy specified
below or otherwisc available to a non-defhulting party.

1. Suspemsion of Rights: Any party may deliver to the party in deflt a Notice of Default, which shall specify the default,
speclfymewtiontobamkentocuwthedefault,mdapecifythltt'nilumtomwsudiacﬁonwﬂlmultlnﬂnumiuofm
or more of the remedies provided in this Article. If the default is not cured within thisty (30) days of the delivery of such
Notice of Default, sl of the rights of the defwulting party granted by ‘this sgreement msy upon notice be suspended until the
defult is cured, without prejudice to the right of the non-defuulting party or partles to continue to enforco the obligations of
the defaulting party previously d or thereaf ing under thls agreament, If Opemator is the party in defsult, the
Non-Operators shall have in addition the right, by vote of Non-Operators owning a majocity in interest in the Contract Arca
after excluding the voting intercst of Operator, to appolnt & new Opamtor effective immediately. The rights of & defaulting
party that may be suspended hercunder at the eloction of the lefaulting partles shall inolude, without limitation, the right
to recoive mformation a9 to any operafi ducted | der during the period of such defmilt, the' right to elect to
participate in sn operation proposed under Articlke VLB. of this agreement, the right to pariicipate in an operation being
conducted under this agreement cven if the party has previously elepted to participste in such operation, and the right to
recelve proceeds of production from any well subject to this agreement.

2. Sujt for Damages: Non-defaulting parties or Operator for the benefit of non-defaulting pasties may sue (at Joint
account cxpensc) to collect the smounts in default, plus interst accruing on the amounts recovered from the date of default
until the daic of collection ot the rate specificd in Exhibit "C" attached hercto, Nothing herein shall provent any party from
auing any defaulting party to collect consequential damages accruing to such party as a result of the defeult.

3. Deemed Non-Consent: The non-defeulting party may deliver & written Notico of Non-Consent Election to the
defaulting party et any time after the explration of the thirty-day cure period following delivery of the Notice of Default, in
which event if the billing is for the diilling 8 new ‘well or the Plug:gmg Back, Sidetracking, Reworking or Decpening of &
well which is to bo or has been plugged as & dry hole, or for the Completion or Recompletion of eny well, the defaulting
party will bo conclusively deemed to have elected not to participate i the operstion and to be a Non-Consenting Party with
respect thereto under Article VLB, or VIC., &s the case may be'. to the extent of the costs unpaid by such party,
notwithstanding any clection o participate therctofore made. If clection iy made to proceed under this provision, then the
non-defiulting partics may not elect to sue for the unpald amount pursuant to Article VILD.2,

Untll the delivery of such Notice of Non-Consent Election to the defaulting paty, such party shall heve tho right to curc
its default by paying its unpaid share of costs plus interest at the rate set forth in Exhibit “C," provided, however, such
payment shall not prejudice the rights of tho non-defsulting parties to pursuc remedies for damages incurred by the nom-
defaulting parties s a result of the defoult. Any interest relinquished ! pursuant to this Article VILD.3, shall be offored to the
non-defaulting parties in proportion to their intercets, and the nondefaulting parties electing to participate in the ownenhip
of such intcrest shall be required to contribute thoir shares of the defaulted amount upon their elestion to participate therein.

4. Advange Payment If @ default is not curcd within thirty (30) days of the delivery of a Notice of Default, Operator, or
Non-Operators if Opertor is the defsulting party, may th fier require  adv peyment from the defaulting
party of such defaulting party's anticipated share of any item of expense for which Operator, or Non-Operntors, as the case mey
be, would be entitled to reimbursement under any provision of this agreement, whether or not such expense was the subject of
the previous default. Such right includes, but is not limlted to, the right 1o requirc advance paymeut for tho catimeted costs of
drilling a well or Completion of & well as to which an election to participate In drilling or Completion has been made, If tho
defanlting party falls to pey the required advence payment, the non-defaulting partics may pursue any of lhe_ remedies provided
in the Articlo VILD. or any other default remedy provided elsewhere in this agreement. Any excess of funds advanced remaming
when the operation is completed and all casts have been pald shall be promptly d to the advancing party,

5. Costs snd Altornevs’ Fees: In the event any perty is required to bring legal proceedings to enforce eny financial
obligation of a party hercunder, the prevailing party in such action shall be eatitled to recover all court costs, costs of
collection, mnd a reasonable attomey’s fee, which the licn provided for herein shall also secure.

E. Reatals, Shat-in Well Payments and Minimum Royaities;

Rontels, shut-in well payments and minimum royaltles which may be required under the terms of any lease shall be paid
bythepmyorpmieswhosubjectedsudlleascmmilmmnmatiuormclrexpm. In the eveat two or more partics
own and have contributed interests in the same lease to this agreement, such parties may designato on¢ of such parties to
make sald payments for and on behelf of all such partics. Any party may request, and shall be eatitled to mcolve.'pmpu
evidence of all such payments, In the event of failurc to make proper payment of mny rental, shut-in well psyment or
minimum royalty through mistake or oversight where such payment Is:lequlmd to continue the Icasc in force, mny loss -which
results from such non-payment shall be borne in d with tho provisions of Articla IV.B.2.

Operator shall notify Non-Operatora of the anticlpated completion of & shutin well, or the shutting in or rctum to
production of a producing well, &t least five (5) days (excluding Saturday, Sunday, and legal bolidays) prior to taking such
action, o at the carliest opportunity permitied by circumstances, but assumes po lisbility for failure to do so. In the event of
fallure by Operator to so notify Non-Operators, the loss of any lease .contributed hereto by Non-Operators for fallure to meke
timely payments of any shut-in well payment shall be bome jointly by the parties hereto under the provislons af Articlo
1Iv.B.3.

F. Taxes:

Beginning with the first caleadar year efter the effoctive date hereof, Operator shall render for ad valorem taxation all
property subject to this agreement which by law should be rendered for such taxes, and It shall psy all guch taxes sasessed
thereon before they become delinquent. Prior to the rendition date, tach Non-Operator shall fumnish Operator information
to burdens (to include, but not be limited to, royaltics, overriding royalties and production payments) on Lesses and Oil and
Ges Interests contributed by such Non-Op If the d valuation of any Lease Is reduced by reason of its being
subject to outstanding ¢xcess royallies, ovemiding royalties or production payments, the reduction in ad valorem (axes
resulting therefrom shall Inure to the benefit of the owner or ownens of such Leese, and Operator shall sdjust the charge to
such owner or owners so as to refloct the benefit of such reduction, If the »d velorem taxes are besed in whole or in part
upon separate veluations of each party's working intorest, then notwithstanding waything to the contrary horcin, chacgss to
the joint account shall be made and paid by the parties bereto in sccordance with the tax valus gencratcd by cach party's
working iterest, Operator shall bill the other parties for thelr proportionats shercs of all tax payments in the maner
provided in Exhibit "C.*

-13-



DO B~ D LN

-A.AP.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989

If Operator considers sny tax asseasment improper, Operstor mey, at its discretion, protest within the time and manner
prescribed by law, and prosecute the protest to a final determination, unless ell parties agree to abandon the protest peior to final
determination. During the pendency of administrative or judicial procoedinigs, Operator may clect to pay, under protest, all such taxes
and eny interest and penalty, When any such protested assessment shall have been finally determined, Operstor shall pay the tax for
the joint account, together with any interest and penalty accrued, and the total cost shall then be assessed against the parties, and be
paid by them, as provided in Exhibit "C."

Each puty shall pay or causc to be paid all production, severance, excise, gathering and other taxes imposed upon or with respoct
to the production or handling of such party's sharc of Oil and Gas produoed under the terms of this agreement.

ARTICLE VIIL
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST
A, Surrender of Leases:

The Leases covered by this agreement, insofar as they embrace acreage in the Contract Arca, shall not be surrendered in whole
or in part unless all partics consent thereto,

However, should any party desire to surrender its interest in eny Lease or In any portion thereof, such party shall give written
notice of the proposed surrender to all partics, and the parties to whom'such natice is dellvered shall have thirty (30) days after
delivery of the notice within which to notify the perty proposing the sumrender whether they elest to consent thereto, Failure of a
party to whom such notice is delivered to reply within said 30-day period shall constitute & consent to ‘the surrender of the Leases
described in the notice. If all parties do not agres or consent thereto, the ‘party desiring to surrender shall assign, without expresa or
implied warranty of title, all of its interest in such Lease, or portion thereof, and eny well, materisl and equipment which may be
located thercon and any rights in production thereafter secured, to the partics not consenting to such surrender. If the Interest of the
assigning party is or includes an Oil and Gas Interest, the asslgning party shall cxecuts end deliver to the party or parties not
consenting to such surrender an oil and gas leasc covering such Oll and Gas Interest for a tem of one (1) year and 30 long
theseafter as Oll and/or Gas iz produced from the land covered thereby, such lease to be on the farm attached hereto as Exhibit "B."
Upon such assignment or lease, the assigning party shall be relicved from all obligations thereafler accruing, but not theretofore
acorued, with respect to the imterest assigned or leased and the operation of any well atiributable thereto, and the assigning party
shall have no further interest In the assigned or leased premises and its equipment and production other than the royalties retained
in any lease made under the temas of this Article. The party assignee or lessee shall pay to the party asgignor or lessor the
reasonable salvage value of the latter's interest in any well's salvable materials and cquipment sttributable to the assigned or leased
acreage. ‘The value of all salvable materials and equipment shall be determiined in accordance with the provisions of Exhibit "C," less
tho estimated cost of salvaging and the estimated cost of plugging and abandoning and restoring the surfece. If such value is less
than such costs, then the party assignor or lessor shall pay to the party assignee or lesses the amowmt of such deficit. If the
assignment or leasc Is in favor of more than onc paty, the interest shall be shared by such partics in tho proportions that the
interest of each beary to the total interest of all such parties, If the Interest of the perties to whom tho assignment [s to be made
varies according to depth, then the interest assigned shall similarly reflect such varimnces.

Any assignment, lease or survender made under this provision shall not reduce or change the assignor's, lessor's or surrendesing
party’s Interest as it was immediately before the assignment, lease or surreader in the balance of the Contract Arce; and the acreage
assigned, leased or surrendercd, and subsequent operations thereon, shall riot therealter be subject to the terms and provisions of this
agreement but shall be deemed subject to an Operating Agreement in the fonm: of this agreement.

B. Rencwal or Extenslon of Leases;

If any party secures a renewel or replacement of an Oil and Gas Lease or Interest subject to this agreement, then all other parties
shall be notificd promptly upon such scquisition or, in the case of & replacoment Lease taken before expiration of an existing Lease,
promptly upon expiration of the existing Lease, The parties notificd shail have the right for a perlod of thirty (30) days following
delivery of such notice in which to eloct 1o participate in the ownership of the renowal or replaccment Lease, Insofar as such Leasc
affects lands within the Comtract Arca, by paying to the party who acquired it their proportd shares of the acquisitlon cost
ulloemdtodutpanohuehLuuwiﬂ:inmecmmmwhiehahn,llbeinpmpmﬁonwmelxmhddntmatﬁmebym
partics in the Contract Area. Each party who perticlpates in the purchase of a rencwal or replacement Lease shall be given an
assignment of Its proportionate intorest thercin by the acqulring party. .

If some, but less than all, of the parties elect to participate In the purthase of a rencwal or replacement Leaso, it shall be owned
by the parties who elect to purticipate therein, in & ratio based upon the l@:lnionship of their respective percentage of participation In
the Contract Area to the aggregato of the percemtages of participation in the Cootract Area of all partios participating in the
purchase of such renewal or replacement Lease. The acquisition of & rencwal or replacement Lease by any or all of the parties bereto
shall not cause a readjustment of the interosts of the partics stated in Exhibit "A," but any renowal or replacement Lease In which
less than all perties elect to participate shall not be subject to this agrecmeat but shall be decmed subject to a separate Operating
Agreement in the form of this agreement.

If the interests of the partics in the Contract Area vary according to depth, then their right to participstz proportionately in
renewal or replacement Lenses and their right to receive an assignment of interest shall algo reflect such depth variances.

The provisions of this Article shall apply to rencwal or replacement .Lcam whether they are for the eatiro interest covered by
the expiring Lease or cover only a portion of jts arca or an intercst therein, Any rencwal or replacement Lesse taken before the
expination of its predecessor Lease, or taken or contracted for or becoming offective within six (6) months after the explration of the
existing Lease, shall be subject to this provision so long es this agreemuil is in effect at the time of such acquisition or at the time
theranewnlormplmmnthebemaeﬁecﬁve;butmyweuEmweonmdmnwremmﬂx(G)mouﬂulﬁulm
explration of an existing Lease shall not be decmed & renewal or replacement Lease and shell not be subject to the provisions of this
agreament.

The provislons in this Article shall also b epplicable to extensions of Oil and Gas Lenics,

C. Acreage or Cash Contributions:

While this agreement ia in force, if any party contracts for e contribution of cash towards the drilling of & well or any other
opemiononmeConmAm.wnhmntxibuﬁonshAllbepddmﬂlepmwhooonduﬂedﬂwdrillingorod\eropelﬂonmdshall
b applicd by it against the cast of such drlling or other oparation. If the contribution be in the fonm of acteage, the party to whom
the contribution is mads shall promptly tender an assignment of the acreage, withowt warrenty of title, to the Drilling Partics in the
propostions said Drilling Parties shared the cost of drilling the woll. Such-acreage shall become & separste Contract Area and, to the
oxient possible, be govemed by provisions identical to this agreement. Each party shall promptly notlfy all other partics of any
acreage or cash contributions it may obtain in support of any well or any other oporation on the Contract Arca  The above
provisions shall also be applicable to optional rights to eam acreage outside the Contract Area which are in support of well drilied
inside Contract Area.
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If any party contracis for any consideration relating to disposition of such party's sharc of substances produced hereunder,
such consideration shall not be deemed a contribution as contempleted in this Astlcie VII.C,

D. Assignment; Maintenance of Uniform Interest:

For the purpose of meintsining uniformity of ownership in the Contract Ared in the Oi} mnd Gss Leases, Oil and Qas
Interests, wells, equipment end production covered by this agreement:no party shall sell, cncumber, transfer or make other
disposition of its interest in the Oil and Gas Leases and Oil and Gas Interests embraced within the Contract Area or in wells,
equipment and production imless such disposition cavers either:

1, tho entire interest of the party in all Qil and Gas Leases, Oil and Gas Interests, wells, equipment and production; or

2, an equal undivided percent of the party's present interest in all Oil and Gas Leases, Oil and Gas Interests, wells,
cquipment and production in the Contract Arca.

Every sale, encumbrance, transfer or other disposition made by any. party shall be made expreasly subject to this agreement
and shall be made without prejudice to the right of the other parties, end any transfereo of an ownership interest in any Oll and
Gas Lease or Interest shall be deemed a party to this agreement as to the bnterest conveyed from and after the effective date of
the transfer of ownership; provided, however, thet the other pmties shall not be required to recognlze any such sale,
encumbrance, transfer or other disposition for any purpose hereunder until thirty (30) deys afier they have reccived a copy of the
Instrument of transfer ot other salisfactory evidence thereof In writing from the transferor or transfores. No assignment or other
disposition of interest by a party shall relieve such party of obligations previously incurrod by such party hereunder with respect
to the interest transforred; including without limitation the obligation of a party to pay all costs mitributable to sn operation
conducted hereunder in which such party has agreed to participate prior to making such assignment, and the lon and security
intcrest granted by Asticle VILB. shall continue to burden the' imerest transfemed to securs peyment of any such obligations.

If, at any time the intcreat of any party is divided among and awned by four or more co-owners, Opormtor, at its discretion,
may requirc such co-owners fo appoint a single trustee or sgent with full authority to reccive notices, approve expenditures,
receive billings for and approve and pay such party's shere of the joint cxpenses, and to deal gencrally with, and with power to
bind, the co-owners of such party's inferest within the scope of the operations ambreced In this agreement; howoves, all such co-
owners shall have the right to enter into and execute oll contracts or agreements for the disposition of thelr respective shares of
the Oil and Gas produced from the Contract Arca end they shall have the right to rocelve, separately, payment of the sale
proceeds thereof '

E. Walver of Rights to Partition:
premittsdhythnllmofthesmormteslnwhichmepropeltycovmdhemhyislomed.ewhpmyhamminsm

undivided Interest in the Contract Area waives any and all rights it may-have to partition and have sct aside to it bn severalty ity

undivided interest therein.

F. Preferendal Right to Purchase:

0O (Optional; Check If applicable.)

Should any party desire to sell all or any part of its interests under :thin agreement, or its rights and interests in tho Contract
Area, it shall promptly give writton notice to the other partes, with full information conceming 18 proposed disposition, which
shall include the name and address of the prospective transforoe (who must be ready, willing and able to purchasc), tho purchase
price, 8 legal description sufficient to identify the property, and all other terms of the offer. The other partics shall then have an
optional prior right, for & period of ten (10) days after the notice is delivercd, to purchase for the stated considemtion on the
same terms and conditions the interest which the other party proposes to sell; and, ‘if this optlonal right is cxervised, the
purchasing parties shall share the purchased interest in the proportions thet the interest of cach bears to the total Interest of all
purchasing pmties, H . there shall be no preferential right to purchase in those ceses where any party wishes to morigage
its intercsts, or to transfer title to its interests to its mortgageo in Heu of or pursuant to forcclosure of & mortgage of its interosts,
or 10 dispose of Its interests by merger, reorganization, consolidation, or by sele of all or substantielly all of its Oil and Gay sssets
to any party, or by transfer of ts interests to 8 subsldi y or paront company of 1o a subaldiary of = parent company, or to mny
company in which such party owns a majority of the stock.

ARTICLE IX.
INTERNAL REVENUE CODE ELECTION .

If, for federal Income tax purposcs, this agreement and- the operations hereunder aro regarded as a partnership, and if the
parties have not otherwise sgreed fo form & tax partnership pursuant fo Exhibit "G" or other agreement between them, cach
party thereby affected elects to be exchuded from the application of all of the provisions of Subchapter “K," Chapter 1, Subtitle
"A* of the Internal Revenue Code of 1986, ss amended (*Code”), as permitted and suthorized by Scction 761 of the Code and
the regulations promulgated thereunder, Operstor is authorized and directed to exccute on behalf of each party hereby affected
such ovidence of this election as may bo required by the Secretary of the Treasury of the United States or the Federal Interal
Revenue Service, including specifically, but not by way of iimitation, all of the returns, sistements, and the dsta required by
Treasury Regulation §1.761. Should there be any requirement that cach parly hereby affected give further evidence of this
election, each such party shall cxccute such documents and furnish such other evidence as may bo required by the Federal Internal
Revenue Seevico or as may be y to ovid this electi No such party shall glve any notices or take any other sction
inconsistent with the clection made herchy. If any present or future income tax lawa of the state or states in which the Contract
Arca is located or any future income lax laws of the United States contain provisiona stmller to those in Subchapter *K,® Chapter
1, Subtitle *A," of the Code, under which an clection similar to that provided by Section 761 of the Codo is permittod, cach pasty
hereby affected shall meke such clection as may be permiticd or requiréd by such laws. In making the foregolng eloction, each
such party states that the income derived by such party from operations hereunder can be adequatoly determined without tho
computation of partnership taxeble income.

ARTICLE X,
CLAIMS AND LAWSUITS

Operntor may settle any single uninsured third party damage claim or suit arising from opemations hereunder if the expenditure
does not exceed _Fifty Thousand and no/100 Dollars (5,50,000,00 ) and if the psyment is in complete settiement
of such claim or suit, If the amount required for settlement excecds the sbove amount, the perties hereto shall assume and tako over
the further handling of the claim or suit, unless such authority is delcgated to Operstor. All costs and- expenses of handling setting,
uoﬂwwiiedunhnrslns:uchddmmmﬂmubeahjointexpmofmopuﬁswﬂc@lﬁnshuuopmﬁm from which the
claim or suit arises. If a claim is mado against myputyurifmypmyhsuedonnccmmtotmymmmwﬁmopemiom
hereunder over which such individual has no control because of the rights given Op by this agreement, such party. shall
immediately notify all other parties, and the claim or suit shall be treated: as ey other claim or suit involving operations hereunder.
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ARTICLE XI.
FORCE MAJEURE

If eny party is rendered unable, wholly or in part, by force majeure to cary out lis obligations under thls agreement, other
than the obligation to Indemnify or make monecy payments or furnish security, that party shell give to all other parties
prompt writien notice of the forco majeure with reasonably full particulars concerning It; thercupon, the obligations of the
party giving the notice, 50 far as they are affected by the force majeure, hall be suspended during, but no longer than, the
continuance of the force majeure. The term "force mﬁew' ‘ﬁ here employed, shall mean an act of God, strike, lockout, or
other Industrial distwrbancs, ect of the public enemy, War, 7 blockade, public riot, lightening, fire, storm, flood or other wct of
nature, explosion, governmental action, govemmental delsy, restraint or Inaction, unavallabllity of oquipment, snd amy other
cause, whether of the kind speoifically enumerated above or otherwise, which is not reasonsbly within the control of the party
claiming suspension.

The affected party shall use all reasonable diligence to remove thé force majeure situstion as quickly ms practicable. The
requirement that any force majeure shall be remedied with all reasonable dispatch shall not require the setilemont of strikes,
lockouts, ar other labor difficulty by the party involved, contrary to its! wishes; how all such difficultics shall be handled shall
be entirely within the discretion of the party concerned. :

ARTICLE XTI..
NOTICES

All notices authorized or required between (he partles by any of the provisions of this agreement, unless otherwise
specifically provided, shall be In writing and delivered in person or by United States mall, courier service, telegram, telex,
telecopler or any other form of facsimile, postage or charges prepald, ind sddressed to such parties at tho addresses listed on
Exhibit "A" All telephone or oral notices permited by this agreement shall bo confirmed fmmediately thereafter by writien
notice. The origineting notice given under eny provision hereof shall be demmed delivered only when received by the party to
whom such notice is directed, and the time for such perly to deliver ‘any notice in response thoroto shall run from the dato
the originating notice is received. "Recelpt” for purposes of this agroement with respect to written notice delivered hereunder
shall be actual delivery of the notice to the address of the party to be!notified specified in sccordanco with this agreement, or
to tho telecopy, facsimile or telex hine of such party. The second or mny respansive notice shall be deemod delivered when
deposited in the United States mail or at the office of the courier or felograph service, or upon transmittal by telox, tlecopy
or facsimile, or when personslly delivered to the party to bo motified, | provided, that when response I required within 2 o
48 hours, such response shall be given orally or by telephone, telex, telecopy or other facsimile within such period. Each party
shall have the right to chenge its sddress at any time, end from Gme to time, by giving written notice thereof to all other
partics. If a party is not available to recclve notice omally or by telephone when a party attempts to deliver & notice required
to be delivered within 24 or 48 hours, the notice may be delivered in:writing by any other method specified herein and shall
be deemed dealivered In the same manner provided abave for any responsive notice.

ARTICLE X111,
TERM OF AGREEMENT
This meemmtsha!lremnininﬁlllfomelndeﬂ‘ednsmelldeﬂLusesmdlu'OllandGulnu:ulsnﬂsjea
hereto for the perlod of time selected below; provided, b , no party hercto shall ever be construed as having mny right, tide

or interest in or to mry Lease or Oil and Gas Interest contributed by any othes plirty beyand the term of this agroement.

B Option No. L So long as any of the Oil mdﬁumﬁ;suhjmmmismmmmﬁnormwnﬂnwdin
force as to sny part of the Contract Area, whether by production, extension, renowal or otherwise,

O Option No, 2: In tho cvent the well described in Article VI.}\., or mny subsequent well drilled undes any provision
of this agreement, rosults in the Completion of a well as & well capable of production of Oil and/or Gas in paying
quantities, this agreement shall continuc in force so long as any such well is cepablo of production, and for an
additional period of days theroafler; provided, however, if, prior to the expirtion of such
additional period, one of more of the parties hereto aro cogaged in drilling Reworking, Despening, Sidetracking,
Plugging Bnack, testing or mttempting to Completc or Re-complete a well or wells hereunder, this agreement shall
contlnue In force until such operations have been completed and if production results therefrom, this agreement
shall continue in force rs provided herein. In the event the well described in Article VLA, or any subscquent well
drilled hereunder, results In e dry hols, and no other well is capable of producing Oi! and/or Gas from the
Contract Area, this sgreement shell terminale unless drilling, Decpening, Sidetracking. Completing, Re-

. wmpleling.PluggInngckorReworkingopcrnﬂonsmcommcneediwil.hln days from the
date of sbandonment of seid well, "Abandonment” for such purposes shall mean either (i) 8 decizion by il parties
not to conduct any further operations on the well or (i) tho olapse of 180 daya from the conduot of any
operations an the well, whichever first occurs,

The termination of this agr shell not relieve any party herctd from eny expense, liability or other obligation or eny
remedy therefor which has accrued or attached prior to the datc of such termination.
Upon termination of this agr and the satisfaction of all obligations hercunder, in the event & memorendum of this

Operating Agreement has been filed of record, Operator i3 authorized to filo of record in all necessary recording offices a
notice of termination, and each pary hercto agrees to execute such & notice of terminstion as to Operator's imterest, upon
roquest of Operator, if Operator has satisfied all its finaoclal obligations.
ARTICLE XIV,
COMPLIANCE WITH LAWS AND REGULATIONS

A. Laws, Regulations and Orders: )

This agreement shall be subject to the applicable laws of the state in which the Contract Arca 15 located, to the valid rules,
regulations, amd ordors of any duly constituted rogulatory body of said statc; and to all other applicable foderal, state,
and local laws, ordinances, tules, regulations and orders,

B. Governing Law:
This sgreement sad all matters pertsining hereto, Including 'but mot limited to watters of performance, DoU-

perfor breach, r dl procedures, rights, dutfes, and Intcrpretation or coustruction, shall be govermed and
determined by the law of the state in which the Coniract Area I located. H-tho-Contract-Aren—is-in-two-oruere—siates
the-lnw-ol-thasiateof ——————————shall goverm
C. Regulatory Agencles:

Nothing herein contained shall gmnt.orbeconsnuedtogmLOpemmmeﬁgMurmﬂitywwniwornlmmy
rights, privileges, or obligations which Non-Operators may have under federal or state laws or under rules, rogulations or
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orders promulgated under such laws in reference to oil, gas and mineral operations, Including the location, operation, or
production of wells, on teacts offsetting or adjacent to the Contract Area.

With respect to the operations hereunder, Non-Operstors agree to reloase Operstor from any end all losses, demages,
injuries, claims mnd causcs of action arising out of, incident to or resulting directly or indirectly from Operator’s interpretation
or application of rules, rulings, regulations or orders of the Departmefit of Energy or Federal Energy Regulatory Cammission
or predecessor or successor agencios fo the exteat such luterpretation: or epplication was made in good falth and does not
constituite gross negligence, Each Non-Operator further agrees to relmburse Operator for such Non-Operator's share of
producﬁonoranyremnd.ﬁne.levyorothergovcmnmmlsmeﬂontthpmmrmybenquindwwy-:;muhoflmh
an incomect interpretation or application, together with interest and penalties thercon owing by Operator ax s reault of such
incorrect interpretation or application.

ARTICLE XV..
MISCELLANEOUS
A. Execution: )
This agreement shall be binding upon cach Non-Operstor when this egreement or & countorpat thereof has been
exccuted by such Non-Operator and Operator notwithstanding thet this: agreement is not then or thereafter executed by all of
the parties to which It Is tendered or which are listed on Exhnbn *A" a5 owning an Interest In the Contrmot Area or which

own, in fact, an imerest In the Contract Arca. Op vyt —by—writion—notice—to—all—Non-Operaters—who—heve

Hound-by-this 26— £oresaidy—Eiven—ai—any—time—prior—to—the—aoal—spud—date—of-the—Iniis-Wel-but—in—no

have—bx z

B. Successors and Assigns;

This agr shall be bindi uponmdluﬂmnrelomebuwﬁtofﬂwpnﬂuhmmmdthelrmpechvehmn
devisees, legal represemtatives, successors end essigns, and the tenns hereof shall be deemed to run with the Leases or
Interests included within the Contract Area.

C. Couuterparts:

This instrument may bo exccuted In any number of counterparts,i cach of which shall be considered an original for all
purposes.
D. Seversbility:

For the purp of ing or rejecting this agr as an executory contract pursusnt to federal bankrupicy laws,

this agreement shall not be sevamble. but rather must be assumed or:rejected in its eatircty, and the fallure of any party to
this agreement to comply with all of its financial obligations provided herein shall be a material default,
ARTICLE XVL
OTHER PROVISIONS

SEE ATTACHED
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ARTICLE XVI
OTHER PROVISIONS

A, CONFLICT

It is expressly understood that the interests of the parties to this Operating Agrecment are
subject to the terms and conditions of that certdin Exploration and Development Agreement
between the Ute Indian Tribe (“Tribe”), Ute :Distributions Corperation (“UDC"), Berry
Petroleum Company and Bill Barrett Corporation dated July 13, 2004, as Amended and
Restated as of September 24, 2004, as further amended by the Second Amendment, effective
October 6, 2009, and as further Amended and Restated as of December 1, 2009 (as amended and
restated from time to time, the “Amended and Restated EDA”), In the event there is & conflict
between this Operating Agreement and the Amended and Restated EDA, the Amended and
Restated EDA shall control.

. PRIORITY OF OPERATIONS

If at any time there is more than one operatlon proposed in connection with any well subject to
this Operating Agreement, then unless all participating parties agree on the sequence of such
operations, such proposals shall be considered and disposed of in the following order of priority:

1. Proposals to do additional testing, coring or logging.

2. Proposals to attempt a completion in the objective zone,

3. Proposals to plug back and attempt completion in shallower zones, in ascending order.
4, Proposals to deepen the well, in descending order.

5. Proposals to sidetrack the well, .

Parties electing to do additional testing, coring or logging which is in excess of customary oll fleld
practice as performed by a reasonable and prudent operator shall indemnify the parties not
participating against the loss of the hole. The parties not participating in such additional testing
as contemplated hereln shall then be given a re-election to participate [n the next proposed
operation until such time as a decislon Is made by all parties to attempt a completion or to plug
and abandon the well. If the decision is made to plug and abandon the well before a completion
attempt has been made, the parties who participated in the drilling of the well shall be
responsible for their proportionate share of the plugging and abandonment costs.

With respect to any single well, no party may propose conducting any new operation on such
well (i) while there is pending a prior proposal for any operation respecting such well untll the
proposal Is withdrawn or until the operation contemplated thereby has been completed or (1)
while there i3 in progress any operation on such well until such operation has been completed.

. BANKRUPTCY

If, following the granting of relief under the Bankruptcy Code to any party hereto as debtor
thereunder, this Operating Agreement should be held fo be an executory contract within the
meaning of 11 U.S.C. 365, the Operator, or (if the Operator Is the debtor In bankruptcy) any
other party, shall be entitled to a determination by debtor or any trustee for debtor within thirty
(30) days from the date an order for rellef is entered under the Bankruptey Code as to the
rejection or assumption of this Operating Agreement. In the event of assumption, Operator or
said other party shall be entitled to adequate assurances as to the future performance of debtor’s
obligations hereunder and the protection of the Interest of all other partics.

. AD CE PAYMENT

If a proposal is made pursuant hereto for the drilling, sidetracking, deepening, completion or
recompleting of any well where the estimated costs exceed 525,000.00, any party electing to
participate in the proposed operation shall, within fifteen (15) days after receipt of written
request by Operator, (or 48 hours after such request if 2 rig capable of performing such
operations s on location st the time of such request), either (1) advance its portion of the
estimated costs of such operations or (i) make other credit arrangements satisfactory to
Operator for the payment of its portion of the estimated costs of such operation, In no event
shall Operator request advance payment of costs more than thirty (30) days before operations
are to begin, Notwithstanding anything to the contrary coniained in this Operating Agreement,
if a party fails to advance its share of such costs, or to make other satisfactory credit
arrangements within the time frames provide above, the Operator shall have the option to serve
notice through the U.S. Mail of such fallure and if the payment or other arrangement Is not
made by such Non-Operator within fifteen (15) days of notice (or 48 hours If a rig capable of
performing such operations is on location at the time of notlee), Operator may deem such party
to be a non-consent under the provisions of Articlé VLB.2 of this Operating Agreement, and such
declsion shall constitute & withdrawal by the party of its prior election to participate in the
proposed operatlon,

In order to utllize the terms and conditions set forth in this Article XVLD, Operator must
specifically reference this provision In its written: request for advance payment. In addition, If
Operator makes an election under this Article XVLD, the other Non-Operators shall
immediately be afforded the elections provided in the second paragraph of Article VLB, The
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provisions of this Article XVLD shall be in addition to and not in lieu of other provisions of the
Operating Agreement, and particularly Articles [VILB and C. It is further understood that
Operator will be under no lisbility to the Non-Operators for Operator's failure to carry out any
proposed operation if such operation Is not fully subscribed. The rights and obligations as
between Operator and Non-Operator hereto who participate in the proposed operatlons shall not
be affected for reason of Operator’s failure to require any other party to make advance payment
or make other credit arrangements, If Operator-or any Non-Operator so requests, all parties to
this Operating Agreement shall enter into a mutually acceptable Escrow Agreement for the
escrow of all funds prior to the drilling of any well hereunder, or any operation which requires
the i;suance of an AFE.

. P, DUE B

If a Non-Operator has a past-due balance of sixty (60) days or greater, and the lien conferred In
Article VILB has been enforced by notice from the Operator to the defaulting Non-Operator, for
so long as the affected party remains in default, it shall have no further access to the Contract
Area or information obtained in connection with operations hereunder and shall not be entitled
to vote on any matter hereunder. Unless Operator has been notified in writing by Non-Operator
of a grievance over an alleged “past due balance” or “default” which is then being negotiated, as
to any proposed operation in which it otherwise would have the right to participate, such party
shall have the right to be 8 Consenting Party therein only if it pays the amount it is in default
before the operation Is commenced; otherwise, it automatitally shall be deemed to be a non-
consent under the provisions of Article VLB.2 of this Operating Agreement. If the Operator
becomes in default under the terms and conditions of this Operating Agreement, the terms of
this Article XVLE shall also apply to Operator.

F. ASSIGNMENT OF FEE LEASE INTERESTS

If a Non-Operator (i) Is the owner, in whole or In part, of a leasehold interest in non-Ute Net
Mineral Acres located within the Contract Area and (if) falls or refuses to participate In the
drilling of an Exploration Well(s) or Optional Well (s) that would result In issuauce of an
Agreement Lease by the Tribe and the UDC pursuant to the Amended and Restated EDA, such
Non-Operator shall thereupon assign to the Operator all of its right , title and Interest in and to
such leasehold interest in non-Ute Net Mineral Acres located within the Contract Area.
Assignment of the non-Ute Net Mineral Acres leasehold interest the subject of this Article XVLF
shall occur In such form as is required to transfer to Operator all of the Non-Operator’s
leasehold interest in sald non-Ute Net Mineral Acres and shall occur not later than thirty (30)
days after the Non-Operator has failed or refused to participate In an Agreement Lease earning
well. As used In this Article XVLF, all capitalizefl words and phrases appearing herein, unless
given a different meaning under this Operating Agreement, are to be ascribed the merning given
such words and phrases in the Amended and Restited EDA.
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IN WITNESS WHEREOF, this agreement shall be effective as of the day of

, who has prepared and circulated this form for execution, represents and warrants
that the form was printed from and, with the exception(s) listed below, is identical to the AAPL Form 610-1989 Model Form
Operating Agreement, as published in computerized form by Forms On-A-Disk, Inc, No changes, alterations, or
modifications, other than those made by strikethrough and/or insertion and that are clearly recognizable as changes in
Articles , have been made to the form.

ATTEST OR WITNESS: OPERATOR

By

Type ar print name

Title

Date

Tax ID or S.S. No.

NON-OPERATORS

By

Type or print name

Title

Date

Tax ID or 8.8, No.

By

Type or print name

Title

Date

Tax ID or $.8, No.

By

Type or print name

Title

Date

Tax ID or S.8. No.
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ACKNOWLEDGMENTS
Note: The following forms of acknowledgmerit are the short farms approved by the Uniform Law on Natarlal Acts.

The validity and effect of these forms in any state will depend upon the statutes of that state.

Individual acknowledgment:

Sttoof )
)ss

Countyof ____________ )

Thiis instrument was acknowledged beforo me on

by
(Seal, if any)
Title (and Rank)
My commisslon explres:
Acknowledgment in representative capacity:
State of ]
) ss.
Countyof ____ )
This instrument was acknowledged before me on
by | (4]
of
(Seal, i any)
Title (and Rank)
My commission expires: . ‘
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EXHIBIT “A”
Attached hereto and made a part of that certain Operating Agreement

dated February 21, 2011, by and between Berry Petroleum Company,
as Operator, and Paul M. Lehrman, as Non-Operator

1. LANDS SUBJECT TO THIS AGREEMENT, EFFECTIVE FEBRUARY 21,
2011:

Township 5 South — Range 4 West, USM
Section 10: NWSW, S28W, SWSE
Containing 160 acres, more or less

Duchesne County, Utah

2, WELLS: As proposed under the terms of this agreement.

3. INTERESTS OF THE PARTIES TO THI EME
NAME OF PARTY PERCENT INTEREST
Berry Petroleum Company 08.484848%
Paul M, Lehrman 1.515152%

Notwithstanding any of the terms of this agreement, the parties agree that Berry
Petroleum Company shall bear 98.484848% of the costs of drilling wells under
this Agreement. Should Berry Petroleum Company acquire any additional leases
covering the Contract Area, those lease will be owned solely by Berry Petroleum
Company. Also, if any non-consent or force'pooling penalty is imposed by a
spacing, pooling, or other order, against any owner of an interest in the Contract
Area, it shall be awarded entirely to Berry and shall not be shared by the other
parties to this Agreement.

4. OIL INTERESTS SUBJE 'FO S A EMENT;

As provided for in the division order title opinion (DOTO) obtained for any well
drilled hereunder.

5. DEPTH RESTRICTIONS:;

None

6. ADDRESSES OF THE PARTIES FOR NOTICE PURPOSES:

Berry Petroleum Company
1999 Broadway, Suite 3700
Denver, Colorado 80202
Attn: Vice President, Land

Paul M. Lehrman
P. O. Box 2329
Farmington, New Mexico 87499



EXHIBIT “B”
Attached to and made a part of that certain Operating Agreement dated February , 2011, by and between
Betry Petroleum Company, as Operator, and Paul M. Lehrman, , as Non-Operator,

PAID-UP OIL AND GAS LEASE
This Oil and Gas Lease (“Lease™) is mado this day of 20 , by and whose address is
(“Lessor”) end whose address
is (“Lessee™).
WITNESSETH, That the Lessor, for and in consideration of TEN AND MORE DOLLARS ($10.00+) cash in hand paid, the receipt of which is hereby
iged, end the and hereinafter contalned, has granted, demised, leased and let, and by these presents does grant, demise, lease and Jet

ommw; unto the said Lessee, the land hereinafler described, with the exclusive right for the purpose of drilling, mining, exploring by geophysical and other
methods, and operating for and producing thereffom oil and all gas of whatsoever nature or kind, specifically Including coalbed mothans and any and all substances
produced in association therowith from coal-bearing formatlons, with rights of way and casements far roads, laying pipe lines, and erection of structures thereon 1o
produce, save and teke cere of said products, all thet certain tract of land situated in the County of Duchesne, State of Utah, described as follows, to-wit:

j o) 4
Section 10: NWSW, S28W, SWSE

together with any reverslonary rights therein, end together with all strips or parcels of land, (not; hawever, to be bonstrued to include parcels comprising 8 regular 40-
acre legal subdlvision or lot of approximately ponding size) edjoining or contiguous to the above described land and owned or claimed by Lessor, and containing
160,00 acres more or less.

. 1. [lbamdhuihislmqshnllmﬂninfmwforummafﬁuimwﬂomlhildmmu thereafter as oil or gas of whatsoever nature or
klmlIspmduud&omuidlwcdmuuumu::gnpmlwﬂmﬁm‘w ng operations aro continued as herelnafter provided, If, at the expiration of the
primary term of this lcase, oil or gas is not being prod on the leased premises or on acreage pooled therewith but Lessee is then in drilling or re-working
operations thereon, then this lease shall continue in force so long &s operations are belng mnﬁnmlglptuuuwdmthel premlses or on acreage pooled
therewith; mdowmﬂlﬂlbemdmwbqwmhmb-pmmuwﬁifmtmihmmwa ys shall
onie woll and the beginning of operations for the drilling of a subsequent well. If after discovery of oil or gas on said Ixnd or on acreage pooled therewith, the production
ﬂmoof:!mldnuwl’mmmgmﬁedhﬂhepnmuymlhlslcascshlllnollmninmiflnsmmmmddﬂmﬂﬁlmmre—mrkhiowmmiammw
(90]dqyaﬂ'umdmnfmt_nmofpmduuﬂww!‘mdmofwmlrlulmofdryhalu.l[oilwwchlllbedilmmdmdp uced as a result of such operations at o
lﬁamﬁharplnﬂmnfdupmmmnfmialmlhhlmuh

rewith,
In the event a well or wells Is drilled and leted on the | or on the lands therowith, for the of devel coalbed gas, tho word
“opesations* hall mean, n addion 1o thase matiers cov S i the precadiog graph fopcrn dsﬂdmthmnwﬁwgmmﬂf from the
coalbed, or to dispose of such water or ofher substances, cven th such operations do rot result in the production of hydrocarbons in paying quantitics, or (2)
shutting-in or otherwise discontinuing production from sid wells to allow for surface or underground m.inlnE ecting the drillsite or wellbore, )

2, This Is a PAID-UP LEASE. In consideration of the down cash payment, Lessor ‘agrees that shall not be obligated, except as otherwise provided
hmln.lnopmm:ocrcanﬂnunmyapamtmdmmsﬂwmwm meem?umydmwﬁmudm-hgumwmeprlmummnduu&slwuwull
or any portion of said land and as to any strata or stratum by delivering to Lessor or yﬂlinzﬂorm:damlmorulmu.mﬁberoliwudnrnlloblipﬂmﬂ\mm
miasasloﬂ:umecsurrmdmd.

3. In consideration of the premises the said Lessee covenants and agrees:

1st Todcllmloﬂwerudhoflasmtmofmt.inmepipehnemmimumwmdmlhmmm.ﬂmemmjhmtﬂpmuf
2nd %uwpmmwmmdIwhr‘ghudowdmmduwdlm?mmnidlmﬂlwhm Id by Lessee, fthe net proceeds derived from such
! ‘0 pay ron casin, 50 0 procee

hon 1564 ?:ruﬁ‘lﬁworinu-.p ot

| continue in foree so long as oll or gas s produced from the lersed premises of on sereage pooled

sale or (2) W y Lessee gasoline or other products m%w&h&uﬁouuwnfwmll.uf

1 of such gas and casinghead lumshmlndm«m.wbw of the cost of .J.Mydmlns

ummmlingwehg:nwcuinﬁurs' to rende it etable or usable and of the cost of transporting such
id To Imrfarwn'oduoedfmmmyollwollmdmdoﬂmnmmhuwinmemmmmlhnmmyoﬁamumylhycfm

!h%ﬂ!ﬂl

. cd.Lmumwywmndummyﬂtymbemymyowmmnoﬂwpuwuﬁmu
acre retained hereunder, such payment or tender to be made on or before the anniversary of this lease next ensulng nfter the expiration of 90 days from the dato
such well is shut in and thersafter on or before the anni date of this lease during the period such well is shut n. 1f such payment or tender is made, it will be
wuiﬁmdmu&ukbuin;pmmmmhihcmmdm |ease, ) -he

5. suid Lessor owns & less interest in the above described land than the entire and undivided fee simple estate therein, then the royalties (including any
shut-n gas royalty) hereln provided for shall be paid the Lessor only in the proportion which Lessor's interest bears to the whole and undivided fee.

6, Lm:hnr'hmﬂmiwume.ﬁndmhmoﬂndmpmduwdon:ﬁdlmdform‘:wmm.
i mmﬂm%m,mmswlmmwwmpmm .

g No well shall be drilied nearer than 200 feet to the house or bam now on sald premises without written consent of Lessor,
9. Lessoe shall h-dmmuwuedhymm'sgﬁmﬂwmwhgcmwohdd[md. . g
10. Lessee shall have the right el any time to remove machinery and fixtures placed on said including the right to draw and remove casing.

11 The rights of Lessor and Lessca hereunder may be assigned In whole or part. No change In ip of Lessor’s interest (by assignment or otherwist)
shallbe'hindingonbmumtiiI.gmhubmlmtlhedwiﬂlnouu.mwuwmﬁﬁedmmﬁdlmmwdwwmmﬁm
necessary to esiablish a complete chain of record title from Lessor, and then only with respeet to ts thereafter made, No'other kind of notice, whether actual o

ive, shall be binding on Lessee, Nopcw«ﬁmuediv[sionoﬂ.mar's ip s to different fons or parcels of said Iand shall operats o calargo the
obligations ordiminimmoﬂsusof and all Lessee’s operstions may be conducted ‘without regard to any such division. If all or any part of this lease is
assigned, no leaschold owner shall be linble r any act o omission of any other leaschold ownér. z

12, besseg,atltsoptiun,Ishnhyglvcullwﬂghtmdpownnyﬂmnmdﬁumdmwﬁmouimrrm;d cither before or after production, as to all
or any part of the lan described herein and &s to any one o more of the formaticas herounder, to pool or unitize the | old catats and the mincral estate covered by
lhisI%mwdﬁoﬂxerland,lmmleuuhthoimnwdlnlomlnhyfatﬂmpmduﬂlmofuflmdisu.nrupumlyfulhemdnudwuroimu.mmms
judgment it is necessary or advisable to do so, and irrespective of whether authority similar to this exists with respect to such other Innd, lease or leases. Likewise, units
proviously formed to include formstions not producing oll o gas, may be reformed to exclude such ( Ffonmtims. or
shall be sccomplished by Lessce executing and filing o rwortﬂsdocluusm ‘of such unitization or reformation, which declamtion shall describe the unit. Any unit may
includo land upon which a well has theretofore been completed or upon whlch@mxim for drilling have theretofore been commenced. Production, drilling or
wmrkin;opcruimorawllﬁlminforunntod’nmmtmm:uonwuﬂm hcludq:mmaﬁofmummutmdylrkmpmdmm.drﬂfng
or reworking operations or 8 well shut in for want of a market under this lcase, In licu of the royalties elsewhere herein specified, including shut-in H royaliies, Lessor
shall receive on production from tho unit mled royaltics only on the portion of such rrodimlnn allocated to this lease; such allocation shall be ion of the
unit production that the total number of acres covered by this lease and included In the unit bears to the total ni of surface actes in such addition to
the foregoing, Lessee shall have the right to unitize, pool, or combina all or any ﬂmum&suipdmdsuwouumntmwmmmmdqwm
other lands in the same area by enlering into & cooperative or unit plan of development oc operstioa mhorluym from time to
time, with like ,mmodigadnwwmhmmwchp!muwmud.hmhwunEul.erw, and provisions of this shall be
deemed miodified to conform to the terms, conditions, and provisions of su mvedeooperlﬂvearunﬁplm of devel “Tﬂﬂhlmﬂ.pﬂﬂﬂﬂl%lﬂ
drilling and development requirements of this lcase, express or im ticd, shall be satisfied by compliance with the drilling end ment requirements of such plan or
agreement, and this lease shall not terminatc or expire during the life of such plan or agresment. In the event that said above described lands or any part shall
hereafter be mdwwmdlmpmﬁvoormﬂtplmotdwdupmmtormiwurhmbymwmmmhntbaum:odum of the
and covered by said plan, then the production allocated to an pmiwlumofhndMl.mtmepurpmufwmpuuuwmﬂﬂuwupddhmdumm«.
be regarded as having been roduudﬂumhagmicuhr nl'lm{wwhlohilhallocﬂod_mdnuwmmhrmofhnd;mdﬂwmﬂlyipmﬂuwbsmde
horuundeirwl.uwrs I:l;mmcwéva;h onimm:ﬂ d Lmorby u‘hfulngwnn ixmmww;fmmeWcorm of development
or operation oo an e S4Mo Upon

W'I‘;. “th’l';dnby ur;';g'ducﬁwymmwd«inmmhylmkofmm labor or material, or b fire, storm, flood, war robelllon, Insurrcction, riot,

strike, diffecences with warkmen, or failure of carriers 1o ﬁunmlmspmormmimho‘ﬂkfu for trang n or Inck of market in the ficld for the minerals produced,
or as & result of any cause whatsoever beyond the control of Lessee, the time of such delay or intermup jon shall not be counted against Lessee and this lease shall remain
in force during such detay or interruption and ninety (90) days thereaficr, anything in this lease!to the contrury notwithstanding,

§&'




EXHIBIT “B’1I
Attached to and made a part of that certain Operating Agreement dated February , 2011, by and between
Berry Petroleum Company, as Operator, and Paul M. Lehrman, , as Non-Operator.

14, l.ﬂsurhmhymmumdugruumdermdmol.il.lommm&mmmm?&wmhlalmmnhmwaﬁudwﬂmmm&

Lessor, 0 ages, taxes or other liens on the above described lands, in the evént of default of Lessor and be subrogated to the rights of the
P Lttt Sl A e eyl o Tl o
ises ™ ower an = case as
15, Should any one ot more of hereinabove u!.madrf“ujlr m‘gcﬁ to angn

-%‘ pasties this leago, it shall nevertheless be binding upon all such parties wha
do exccute It as Lessor, m:d“l.mw."uuedmﬂmhmﬂsﬂlmmymommotdln{ﬂwwﬂummmuﬂskmnm. All the prov
this lease shall be binding on the heirs, successors and assigns of Lessor and Lessce, !

16,  Lessor ngrees that Lessoo may locate a well or wells on any pert of the land described herein, which well or wells may be used to acoess and produce the

subsurfisce of adjacent mineral owners. Lmnrwummisﬁ.wlhnlihr.luéeihedmwambmmeypmofmelwmwhudmnd
ynowledges that this provision shall not be construed to create any additional obligation by Lessee to compensato Lessor for production which docs not originate from
the leased premlses or gcreage pooled herewith.

17, Notwiﬂuundh:snnythinglolhawnmwnuinedhmln.bmhumeopﬁonwumdtheprimnymnmnddiﬁomlﬂve(S)ywwlmmepaymml
ofanmnountequaltoﬂworiglnalnnountpnidpernetmforlmdinouln:adyheldunderoihwwnmofﬂllsbue,mdlmwubehgplidtowudum
set forth above on or before the expiretion of the primary term set forth above in paregraph 1; Such payment shall be considered tendered by Lessee and recoived by
Lessor when deposited, postage-pald, in the United Statcs mail, or with a nationally recognized carvier aervice.

IN WITNESS WHEREOF, this instrument is executed as of the date first above written.:

IN WITNESS WHEREQF, this instrument is executed as of thé date first above written.

STATE OF }  Oklahoma, Kansas, New Mexico, Wyoming, Montana, Colorado, Utah
} 58, Nebraska;, North Dakots, South Dakota
COUNTY OF ) ACKNOWLEDGMENT INDIVIDUAL

BEFORE ME, the undersigned, a Notary Public, in and for said County and State, on this day of

, 20 , personally appeared ,ito me known to be the identical persons described In and

who executed the within and foregoing instrument of writing and acknowledged to me that they duly executed the same as their free
ond voluntary act and deed for the uses and purposes therein set forth. :

IN WITNESS WHEREOQF, I have hereunto set my hand and effixed my notarial seal the day and year last above written,

Signature: :

Print Name:

My Commission Expires (MTH/DAY/FULL YEAR):

Residing at (CITY/STATE/ZIP):
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COPAS 2005 Accounting Procedure
Recommended by COPAS
Exhibit “C ”
ACCOUNTING PROCEDURE
JOINT OPERATIONS

L GENERAL FROVISIONB

[F THE PARTIES FAIL TO SELECT EITHER ONE OF COMPETING “ALTERNATIVE" FROVISIONS, OR SELECT ALL THE
COMPETING “ALTERNATIVE” PROVISIONS, ALTERNATIVE 1 IN F.A(Fll SUCH INSTANCE SHALL BE DEEMED TO HAVE
BEEN ADOPTED BY THE PARTIES AS A RESULT OF ANY SUCH OMISSION OR DUPLICATE NOTATION.

IN THE EVENT THAT ANY “OPTIONAL" PROVISION OF THIS ACCOUNTING PROCEDURE I8 NOT ADOFPTED BY THE
PARTIES TO THE AGREEMENT BY A TYPED, PRINTED OR HANDWRITTEN INDICATION, SUCH PROVISION SHALL NOT
FORM A PART OF THIS ACCOUNTING PROCEDURE, AND NO INFERENCE SHALL BE MADE CONCERNING THE INTENT
OF THE PARTIES IN SUCH EVENT. .

L

COPYRIGHT © 2005 by Council of Petsoleum Accountants Sosicties, Ino, (COPAS)
1

DEFINITIONS
Al terms used in this Accounting Procedure shall have the following meaning; unless atherwise expressly defined in the Agreement:

]
“Affillate” means for a person, another person that controls, Is controlled! by, or is under common control with that person. In this
definition, (a) control means the ownership by one person, directly or fnﬂlrw'dy, of more than fifty percent (30%) of the voting sccuritics
of & corporation w,fmo&upuwm,ﬁoequivdeﬂowmhiphﬂatﬂ{sudl s parinership interests), and (b) “person” meens an
individual, corporation, partnership, trust, astate, unincorporated orgenization, association, or other fegal entity.

“Agreement” mcans the operating agreement, ft agr , or othnr b the Parties to which this Accounting
Procedure is attached,

“Controllable Material® moans Matexial that, at the time of scquisition or di:pmnuon by the Joint Account, as applicable, is so classified
in the Material Clessification Manual most receatly recommended by the Counr.ll of Petroleum Accountants Socictics (COPAS),

“Equalized Frelght” means the procedure of cherging transportation cost td the Joint Account based upon the distance from the nearest
Raitway Reoelving Point to the property. '

“Excluded Amount” means a specified excluded trucking amount most reoently recommended by COPAS.,

“Field OfMice™ means 8 structure, or portion of a structure, whether & tempordry or permanont installation, the primary function of which Is
to dircctly serve daily operation and maintenanco activities of the Joint Pmpeny and which serves as n staging area for directly chargeable
field personnel. !
“First Level Supervision” means those employees whase primary mnctlom in Joint Operations is the direct oversight of the Operntor's
ficld employees and/or contract labor directly employed On-slte in & ﬁeld operating capacity. First Level Supervision functions may
include, but are not limited to!

Responsibility for field employess and contract labor cugaged In activitles that can include ficld operations, maintenance,
construction, well remedial work, equipment movement and drilling
Responsibillty for day-to-day direct oversight of rig aperations
Responsibllity for day-to-day direct oversight of construction operations
Coordination of job prioritics and approval of work procedures .

« Responsibility for optimal utilization (equipment, Materials, p j
Responsibility for meeting production and field operating expense wxw:
+ Ropresentation of the Parties in local matters involving community, vendors, regulatory agents and landowners, s an incidental
part of the supervisor’s operating responsibllities

Responsibility for all emergency responses with field staff

Responsibility for implementing safoty and environmental practices :

Responsibility for field adherence to company policy |

« Responsibility for employ decisions and performance sppraisals for field personnel
« Oversight of sub-groups for field functions such as olectrical, safety, environmental, telecommunications, which may have group
or team leadess,

“Jolnt Account™ means the account showing the charges paid and credits fecelved in the conduct of the Joint Operations that are to be
shared by the Parties, but does not include proceeds sttributable to hydrocarbans and by-products produced under the Agreement,
1

“Jolnt Operations” means all operations necessary or proper for the éxplomion. appralsel, development, production, protection,
maintenance, repair, abandonment, and restoration of the Joint Propetty.




! COPAS 2008 Accounting Procedure
! Recommended by COPAS, Inc,

COP&S
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2,

Joint Property” meang the real and personal property subject to the Agreemcfht.

“Laws” mcana any laws, rules, regulations, decrees, end orders of the United States of America or any state thereof and all other
governmental bodics, agencles, and other aurthorities having jurisdiction over or affecting the provisions cotained in or the transactions
contemplated by the Agresment or the Parties and their opemtions, whether such laws now exist or ace hereafier amended, enacted,
promulgated or issued.

“Material” means personal property, equipment, supplics, or consumables acquired or held for use by the Joint Property.
“Non-Operators” means the Pasties to the Agreemexit other than the Operator:

«“Qffshore Facliities” moans platforms, surface and subses development and froduction systems, and other support systems such as oil and
gas handling facilities, living quarters, offices, shops, cranes, electrical mpl¥ equipment and systems, fuel end water storage and plping,
heliport, marine docking Installations, communication facilitics, navigation sids, and other similar facilities ncoessary in the conduct of
offshoso oporations, ell of which are located offshore, :

“Off-site" means any location that is not considéred Ori-sitc as defined in this IAWOI.III&“B Procedure.

' ;
“On-site” means on the Joint Property when in direct conduct of Joint Opr'p.dum The term “Onesite” shall also Inolude that portion of
Offshore Facilitics, Shore Base Facilitics, fabrication yards, and staging greas from which Joint Opesations are conducted, or other
facllitics that diroctly control equipment on the Jdiint Propeity, regardless of Hether such facilities are owned by the Joint Account.

]

|
“Operator™ means the Party designated pursuaht {3 it Agreement to conductithe Joint Operations.
“Partles” means legal entities signatory to the Ai&¥itient or their successors and assigns, Parties shall be referred to individually es
“Party.”

“Participating Interest” meens the percentadé & fiit costs and risks of oondpmnz an operation under the Agrecment that a Party agrees,
or is otherwlse obligated, to pay and bear,

| .
“Participating Party” means a Party that apfiaveS Rp‘f’oposed operation or oihemise agrees, or becomes liable, to pay and boar a share of
the costs end risks of conducting an operation undér the Agreement. X

YPersonal Exp " moans reimbursed costs for travel and tomporary living pruuu

“Rallway Recelving Polnt” means the railhcad nearest the Joint Property éor which frelght mtes are published, even though an actual
railhead may not exist. :

“Shore Base Facilities® means onshore support facilities that during Joint Dperations provide such services to the Joint Propetty as a
receiving and transshipment point for Materials; debarkation point for drilling and production personnel and scrvices; communication,
scheduling and dispatching center; nd other assoclated fimctions serving the Jolnt Property.

#Supply Store™ means a recognized source or common stock point fore giveti Material item.

“Technleal Services™ means services providing specific engincering, geosciéneo, or other professional skills, such as those performed by
enginesrs, geologists, geophysicists, and technici quired to handle specific operating conditions and problems for the benefit of Joint
Operations; provided, however, Technical Services shall not include those finctions specifically identified as overhead under the second
paragraph of the intraduction of Scetion T (Overhead). Technical Services may be provided by the Operator, Operator’s Affilinte, Non-
Operator, Non-Operator Affiliates, and/or third parties. i

STATEMENTS AND BILLINGS

The Operator shall bill Non-Operators on or before the last doy of the month for their proportionate share of the Joint Account for the
preceding month. Sueh bills shall be accompanicd by statements that identify the AFE (authority for expenditure), lease or fasility, and all
charges and credits summarized by appropriate cmegories of investment and expense, Controllable Material shall be sepamtely identified
and fully described in detail, or at the Operator’s option, Centrollable Mpderial may be summarized by major Material classifications.
Intangible drilling costs, audit adfu ts, and I charges and credits shall be scparately and clearly identified.

The Operator may make available to Non-Operators any statements and bills required under Scction 1.2 snd/or Section L3.A (Advances
and Payments by the Parties) via email, cl Io data interchange, intermet websites or other cquivalent el ie medin in lieu of paper
copics. The Op shall provide the Non-Op instructions and any necessary Information to access and receive the statements and
bills within the timeframes specified herein, A statement or billing shall hp deemed s delivered twenty-four (24) hours (exclusive of
weekends and holidays) after the Operator notifies the Non-Operator that the Ptumem or billing is availeble on the website and/or sent via
emall or electronic data Interchange transmission, Each Non-Operator individually shall elect to recgive statements and billings
electronically, if available from the Operator, or request paper copies. Such|clection muy be changed upon thirty (30) days prior written
notice to the Operator. s

COPYRIGHT © 2005 by Council of Petrol Accountants Societles, Inc. (COPA.S)
2 ]




@ COPAS 2003 Aocounting Procedurs
Recommended by COPAS, Inc,

COP&S

3. ADVANCES AND PAYMENTS BY THE PARTIES

1
2
3 A.  Unless otherwise provided for in the Agr the Operator may require the Non-Operators to advance their share of the estimated
4 cash outlay for the succeeding month's operations within fifteen (15) days after receipt of the advance request or by the first day of
H the moath for which the advance is roquired, whichever is later, The Operator shall adjust each monthly billing 10 reflect advances
6 received fom the Nou-Operators for such month, If & refund is duc, the Operator shall epply ths amount to be refunded to the
7 subsequent month’s billling or advance, unless the Non-Operator sends the Operator a written request for a cash refund. The Operator
] shall remit the refund to the Non-Operator within fifteen (15) days of receipt of such written request.
9
10 B. Excopt as provided below, cach Party shall pay its proportionate share of all bills jn full within fiftcen (15) days of receipt dato. If
1 payment is not made within such time, the unpaid balance shall bear interest compounded monthly at the prime mate published by the
12 Walt Street Jowrnal on the first day of each month the payment is delinquent, plus threc percent (3%), per annum, or the maximum
13 contract rate permitted by the epplicable usury Laws goveming the Joint Property, whichever s the lesser, plus attomey's fees, oourt
14 costs, and other costy in jon with the collection of unpald amounts, If the Walf Street Journal ceases to be published or
] discontinues publishing a prime rate, the unpaid balence shall bear interest compounded monthly at the prime rate published by the
16 Federal Reserve plus three percent (3%), per eanum, Intarcst shall begin accrulng on the first dey of the month in which the payment
17 was due. Payment shall not be reduced or delayed as 8 result of inquirles or enticlpated credits unless the Opemtor has agreed.
18 Notwithstanding the foregoing, the Non-Opcrator may reduce payment; provided it furnishes documentation and explanation to the
19 Operator at the time payment is made, to the extent such reduction is caused by:
20 !
21 (1) being billed at an incorrect working interest or Participating [ntejut that Is higher than such Non-Operator’s astusl working
n interest or Participating Interest, as applicable; or
2 @) being billed for & praject or AFE requiring approval of the Parties under the Agreement that the Non-Operator hes not approved
24 or I3 not otherwise obligated to pay under the Agreement; or
25 (3) being billed for a propesty in which tho Non-Operator no longer owns & working Interest, provided the Non-Operator has
26 furnished the Operator a copy of the recorded mssignment or lettér in-Yieu. Notwithstanding the foregalng, the Non-Operator
27 shall remain respansible for paying bills attributable to the interest it sold or transferred for any bills rendered during the thirty
28 (30) day perlod following the Operator's receipt of such written no(}lee; or
29 (d) charges outside the adjustment period, as provided in Section [4 (A‘ﬁ'u.mnmls).
30 |
3 4, ADJUSTMENTS !
2
33 A. Payment of any such bills shall not prejudice the right of any Party to Lrohent or question the correotness thereof; however, all bills
k!] and stalements, including payout statements, rendered during any calendar year shall conclusively be prosumed to be truc and correct,
33 with respect only to expenditurcs, after twenty-four (24) months follobing the end of any such calendar year, unless within said
36 period & Party takes specific detafled written exception thercto meking & claim for adjustment. The Operator shall provide a response
»n to all written exceptions, whicther or not contaised in an audit report, within the time porlods presoribed in Seotion LS (Bxpendifure
38 Audits). !
39 )
40 B. All adjustments Initinted by the Operator, exeept those described in items (1) through (4) of this Section L4.B, arc limited to the
4 twenty-four (24) month period fallowing the end of the calendar year in which the original charge appeared or sbould have sppeared
42 on the Operator’s Joint Account statement or payout statement. Adjustinents that may be made beyond the twenty-four (24) month
43 period are limited 10 adjustments resulting from the following:
“ h
4 (1) & physical inventory of Controitable Material as provided for in Sedtion V (Jnventoriles of Controllable Material), o
46 (2) an offsetting entry (whether in whole or in part) that is the direct result of a specific joint intcrest audit exception granted by the
47 Operator relating to another property, or )
48 (3) = govemment/regulatory audit, or
49 (4) = working intercst ownership or Participating Interest adjustment.

H] S, EXPENDITURE AUDITS

53 A. A Non-Operator, upon wrilten notice to the Operator and all other Nan-Operm. shall have the right to audit the Operator's
84 accounts and records relating to the Joint Account within the twenty-four (24) month period following the end of such calcndar year in
55 which such bill was rendered; | ;, condy ",anaudluhnllmammdmcummmeukingofwﬁummcpuonmmm
56 adjustment of accounts as provided for in Section L4 (Adjusmenis). Any Party that is subject to payout accounting under the
57 Agroement shall have the right to sudit the accounts and records of the Party responsible for preparing the payout statements, or of
58 the Pasty furnishing information to the Party responsibl for preparing payout Audits of payout accounts may Include the
59 | of hy bons produced and saved and p i ived for such hydrocarbons s they pertain to payout accounting
60 quired under the Ag Unless otherwise provided in the Agreemeat, sudits of a payout account shall bo conducted within the
61 twenty-four (24) moath period following the cad of the calendar year in which the payout statement was rendored,

62

63 Where there arc two or more Non-Op the Non-Op shall make every reasonable effort to conduct a joint sudit in 8
64 mannier that will result in & minimum of inconvenience to the Oporatar, The Operator shall bear no portion of tho Non-Operators'
65 audit cost d under this parag oh unless agreed (o by the Operator, The sudits shall not be conducted moro than onee cach year
66 without prior approval of the Operator, except upon the resignation or 1 of the Operator, and shall bo mad at the expense of
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thase Non-Operalors spproving such eudit. 1

The Non-Operator leading the audit (hercinafter “Iead audit companyT) hall issue the audit report within nincty (90) days after
completion of the audit testing and analysis; however, the ninety (90) day time period shall not extend the twenty-four (24) month
requirement for taking specific detailed written exception as roquired in Section L4.A (Adjustments) sbove. All claims shall be
supported with sufficient documentation. '

A'timely filed written exception or audit repart containing written aweélions (hexeinaftor “written exceptions™) shall, with respoct to
the claims mado thercin, preclude the Operator from asserting a statute of limitations defense against such claims, and the Operutor
hereby waives ll.!ﬂamloumwymufllmhﬂumdefemwsudlﬂdmmrwlmlummeOpmmcmﬂmw
comply with the deadlines for resolving exceptions provided In this Accounting Procedure, If the Non-Operators fail to comply with
the additional deadlines in Section LS.B or 1.5.C, the Operator’s waiver of its rights to mssert s statute of limitations defense against
the clalms brought by the Non-Operators shall lapse, and such claims shall then be subject to the applicable statute of limitations,
provided that such waiver shall not lapse in the event that the Opemo{ has failed to comply with the deadlines In Seotion L5.B or
15.C. |

The Operator shall provide u written response to all exceptions in an sudit report within one hundred lghty (180) days aftar Operator
receives such report. Denled exceptions should be penicd by a substantive respoase. If the Operator falls to provide substantive
response to an exception within this ane hundred cighty (180) day period, the Operator will owe interest on that exception or portion
thereof, if ultimately granted, from the date it received the audit report. iInterest shall b calculated using the rate sct forth in Section
13.B (Advances and Payments by the Partles).

The load audit company shall reply to the Operator's response to an audit repost within ninety (90) days of receipt, and the Operatar
shall reply to the lead audit company's follow-up resp within ninety (90) days of recoipt; provided, however, each Non-Operator
shall have the right to represent itself if It disagrees with the lead audit 'pompmy's position or believes the lead sudit company ia not
adequately fulfilling its dutics, Unless otherwise provided for in Scction 1.5.E, if the Operutor fails to provide substentive responsc
to an exception within this ninety (90) day period, ﬂw()pmmrwilla\:we interest on that exception o postion thereof, If witimately
granted, from the date it received the audit report. Interest shall be calcplated using the rate set forth In Section L3.B demxxand'
Payments by the Partias), !

If any Party fills 1o meet the deadlines in Sections LS.B or L5.C or £ any audit Issucs are outstanding fiftcen (15) manths after
Operator receives the audit report, the Operator o any Non-Operstor; participating in the audit has the right 1o call & resolution
mecting, as set forth in this Section 1.5.D or it may invoke thodlmutenfmluﬂonpmwdm included in the Agreement, if epplicable.
The meeting will require one month's written notice to the Operator and all Non-Operators participating in the sudit. The meeting
shall be held at the Operator's office or mutually agreed location, and shall be attended by representatives of the Parties with
autharity to resolve such outstanding issues. Any Party who fails to atfend the resolution meeting shall bo bound by any resolution
reached st the meeting. The lead sudit company will make good fiith efforts to coordinate the responso and positicas of the
Non-Operator participants throughout the resolution process; however) cach Non-Operator shall have the right to represent itsell.
Attendees will make good faith efforts to resolve outstanding issues, andieach Party will be required to present substantive information
supporting its position. A resolution meeting may be held s often as agreed 1o by the Parties, lssues unresolved at ane meeting may
be discussed at subsequent meetings until each such issue is resolved, !

|
If the Agreement contains no dispute resolution procedures and the audit issues cannot be resolved by negotiation, the dispute shall

bo submitted to mediation, In such event, promptly following ono Pn#y‘l written request for mediation, the Parties to the dispute
shall choose a [ ptabl diator and share the costs of medintion services squally. The Parties shall each have present
at the mediation at least one individugl who has the authority ta settle the dispute. The Parties shall make reasonable efforts to
ensure that the mediation commences within sixty (50) days of the dato of the mediation request. Notwithstanding the above, any
Party may file a lawsuit or complaint (1) if the Parties are unable after] reasonable efforts, to commence mediation within sixty (60)
days of the date of the mediation request, (2) for statute of Iimlmioyu reasons, or (3) to seek a preliminary injunction or other
provisional judicial reliof, if in its sole judgment & injunction or otheriprovisional relicf is neeossary to avoid imeparable damage or
to preserve the status quo. Despite such action, the Prrtics shall continueto try to resolve the dispute by medintion,

& (Optional Provision - Forfelture Penalties) i

If the Non-Operaiors fail 1o meel the deadling in Section L3.C, wpwudndmpt&am that were nol addressed by the Non-
Operators within one (1) year following receipt of the last subsiantive resy of the Op shall be deemad to have been
withdrawn by the Nen-Operators. lf the Operator fails to meet the deadlines in Sectlon 1.5.8 or 1.5.C, any wnresolved excaptions that
were not addressed by the Operator within one (1) year following recelft of the audit report or recelpt of the last substantive response
of the Non-Operators, whichever (s lakr, shall be deemed fo have m»mdaquuwwmmmmm.
without interest, io the Joins Account.

61 6. APPROVAL BY PARTIES !

GENERAL MATTERS

Where an approval or other agreement of the Parties or Non-Opu'alurs;is expressly required under other Seotions of this Accounting
Procedure and if the Agreement to which this Accounting Procedure ia attached contains no contrary provisions in rogard thercto, the
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Operator shall notify all Non-Operators of the Opesator's proposal lnd the agreement or spprovel of & majority In interest of the
Non-Opemm shall bs controlling on all Non-Operators.

|
This Section 1.6.A applies to specific situations of limited duration whm 8 Party propases to change the scoounting for charges from
that prescribed in this Accounting Procedure. This provision does not upvply to amendments Lo this Accounting Procedure, which are
covored by Section L6.B, \

AMENDMENTS 4
1f the Agreement to which thia w‘ ﬂleruto. this Accounting
Procedure can be amended by ln i]vc vole of ¢ 4";,"‘,’-5,"?&“’ ‘ﬂs'ou. { one of which s the Operator,

having a combined working interest of at Ieut__umu;ny_; perceh! (_78 %), which approval shall be binding on all Partics,
provided, however, approval of t least ono (1) Non-Operator ehall be required.

AFFILIATES

For the purpose of administering the voting procedures ofSeeﬁnnslé.ﬁimd 16.B, if Partics to this Agreement are Affiliates of each
other, then such Affiliates shell be combined and trented as a single l"any having the combined working interest or Perticipeting
Interest of such Affiliates. i

]

i
For the purposes of administering the voting procedures In Section L&A, if a Non-Operator Is an Affiliate of the Opartor, votes
under Section [.6.A shall require the majority In Intesest of the N -Opernlor(l) after excluding the interest of the Operator's
Affillate. !

|
IL DIRECT CHARGES

‘The Operator shall charge the Joint Account with the following items:

1

RENTALS AND ROYALTIES f
Lease rentals and royalties paid by the Operator, on behalf of all Partles, for thd Joint Operations.
LABOR

A. Salaries and wages, including incentive compensation programs as ‘wt forth in COPAS MFI-37 (“Chargeability of Incentive

Compensation Programs”), for:
(1) Operator’s ficld employees directly employed Ou-site in the conduot of Joint Operations,

(2) Operator’s employees directly omployed on Shoro Base Fadﬁﬁ;s. Offshare Facilitice, or other facilities serving the Joint
Property if such costs are not charged under Section IL6 (Equipment and Facilities Furnished by Operator) or ure not &
function covered under Section I (Overhead), I

(3) Operstor’s employees providinig First Level Supervision,

(4) Operstor’s employees providing On-its Technlcal Services for the Joint Property if such charges are axcluded from the
overhead rates in Section IIT (Overhead),

(5) Operator's employees providing Off-slte Technical Services for:the Joint Property if such charges arc excluded from the
overhead rates in Section ITI (Overhead).

Chargss for the Operator’s employecs identified in Section IL2.A may be made based on the employee’s actual salarics and wages,
or in lieu thereof, a day rate representing the Operator’s average salarics and wages of the employee's speoific job category.

Charges for personnel chargeable under this Section I1.2.A who ars fomﬁgn nationals shall not exceed comparable compensation paid
to an equivalent U.S. ‘omployee pursusnt to this Section 1.2, unless otherwise approved by the Partles pursuant to Sectlon
1.6.A (General Matters).

Operator's cost of holiday, vacation, sickness, and disability benefits, and other customary allowances paid to employees whoee
salarics and wages are chargeable to the Joint Account under Seetkm‘ I1.2.A, excluding severance payments or other termination
allowances. Such costs under this Section 0.2,B may be charged an n"qhen and as-paid basis™ or by “percentags assessmeat” on the
amount of salarles and wages chargeablo to the Jolnt Account under Séomu 112.A_ If percentage asscasment is used, the mio shall
be based on the Operator’s cost experience. ]
]
Expenditures or contributions made pursuant to essessments imposq'd by governmental uthority that are spplicable to costs
chargeable to the Joint Account under Sections [L2.A and B.

1

COPYRIGHT © 2005 by Council of Petroleum Accountants Societies, Inc. (COPASl)
5 H




3.

4.

6.

COPYRIGHT © 2005 by Council of Petroleum Accountants Socictles, Inc. (COPAS
6

i
|
I COPAS 2005 Acoounting Procedure
) Recommendod by COPAS, Iric.

|
D. Personal Expenses of personnel whose salarics and wages aro chug'eahle to the Joint Account under Section I12.A when the
Xp are i d in jon with directly chargeable activities, |

BE. Ressonable relocation costs i d in ferring to the Joint Property personnel whose salaries and wages are chargsable to the
Joint Account under Section I1.2,A. Notwithstanding the foregoing, relocation costs that result from reorganization or merger of &
Party, or that are foc the primary benefit of the Operator, shall not be chargeable to the Joint Account. Extmordinary relocation
costs, such as those incurred &s a result of transfors. from remote locations, such as Alaska or oversess, shall not be charged to the
Joint Account unless approved by the Parties pursuant to Section L6.A (qcmml Matsers).

F.  Training costs s specified in COPAS MFI1-35 (“Charging of Tralning Costa to the Joint Account™) for personne! whosa sataries and
wages arc chargeable under Section I1.2,A. This training charge shall include the wages, salarics, tratning cours cost, and Personal
Expenscs Incurred during the training session, The training cost shall be charged or allocated t the propeny or properties directly
benefiting from the training. The cost of the training course shall not exceed prevailing commercial mtes, where such rates are
available, !

1

G. Opemtor's current cost of established plans for employce benefits, as déscribed In COPAS MFI1-27 (“Employee Benefits Chargoable
1o Joint Operations and Subject to Pecentage Limitation™), applicable to the Operator's Isbor costs chargsable to the Joint Account
wnder Sections T.2.A and B based on the Operator’s ctual cost not fo exceed the employee benefits limitation percentage most
recently recommended by COPAS, !

H. Award payments to employees, in accordance with COPAS MFI-49 (“:Awurds to Employees and Contractors™) for personnel whose
salarios and wages are chargeable under Section IL2.A. i

MATERIAL

Material purchesed or furnished by the Oporator for use on the Joint Property;in the conduct of Joint Operatlons as provided under Section
IV (Material Purchases, Tramsfers, and Dispositions). Only such Material spnll be purchased for or transferred to the Joint Property as
may be roquired for immediate use or is reasonebly practical and consistentwith efficicnt and economical operations. The accumulation
of surplus stocks shall be avoided. :

TRANSPORTATION
A. Transportation of the Operator’s, Operator’s Affillate’s, or contractor’s plmonnel pocessary for Joint Operations.

B. Transportation of Material betwoen the Joint Property and another property, or from the Operator's warchouse or other storage point
to the Joint Property, shall be charged to the receiving property using one of the methods listed below. Transportation of Material
from the Joint Property to the Operator’s warchouse or other storage point shall be paid for by the Joint Property using one of the
methods Jisted below: .

(1) If the actual trucking charge is less than or equal to the Excluded Amount the Operator may charge actual trucking cost or &
theoretical charge from the Railway Receiving Point to the Joint Property, The basis for the theoretical charge s the per
hundred weight charge plus fucl surcharges from the Railway Receiving Point to the Joint Propesty.. The Operator shell
consistently apply the selected altemnative. H

(2) If the actual trucking charge Is greater than the Excluded Amouilt. the Operator shall charge Equalized Freight Accessorial
charges such a5 loading and unloading costs, split pick-up costs, detention, call out charges, snd permit foes shall bo charged
directly to the Joint Property and shall not bs Included when calculiting the Equalized Freight.

SERVICES

The cost of contract services, equipment, and utilities used in the conduct of Joint Operations, exoept for contract services, cquipment, and
utiliies covered by Section Il (Overhead), or Sectlon 1.7 (AfPliates), or o:"(cluded under Section 1L9 (Legal Expense). Awards paid to
contractors shall be chargeable pursuant to COPAS MFI-49 (“Awards to Emp}oyees and Contractors™).

The costs of third party Technical Services are chargeable to the extent exclud}d from the overhead rates under Sectlon IT (Overhead).

EQUIPMENT AND FACILITIES FURNISHED BY OPERATOR :
In the sbsence of & separately negotiated agreement, equipment and facilities tfumished by the Operator will be charged as follows:

A.  The Operator shall charge the Joint Account for use of Operator-owned cquipment and facilitics, including but not limited to
production facilities, Shore Base Facilitics, Offshore Facilitics, and Field Offices, at rates commensurate with the costs of ownership
and operation, The cost of Field Offices shall be chargeable to the extent the Ficld Offices provide direct service to personnel who
are chargeable pursuant to Section 1L.2.A (Labor), Such rates may include labor, maintenance, repalrs, other operating expense,
insurance, taxes, depreciation using siralght line depreciation method, and interest on gross investment less sccumulated depmhdon_
not o exceed _____twelve percent (__12 %}wm;}:mﬁmm.wmmwmummmm

|
|
i
)
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1 equipment end facilities investmemt have been fully depreciated. ﬂ(e rate may include an element of the estimated cost for
2 band | and di | Such rates shall not excked the averago commercial rates currently prevailing in the
3 immediate arcs of the Joint Property. !
4 |
I
5 B. In lieu of charges in Section IL.6.A above, the Operator may elect musP average commercial rates prevailing in the immediate area
6 of the loint Property, less twenty percent (20%). I equipment and facilities ere charged under this Soction IL6.B, the Operator shall
7 adequately document and support commercinl rates and shell periodically review and update tho rate and the supporting
8 documentation. For ive equip the Op may elect {o use rates published by the Petroleum Motor Transport
9 Association (PMTA) or such other organization recognized by COPAS a* the official sourco of retes.

S

11

10,
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AFFILIATES

A, Charges for an Affiliate’s goods and/or services used in operations requiring an AFE or other authorization from tho Non-Operators
may be made without the approval of the Parties provided (i) the Affillate is identifled and the Affilisto goods end scrvices ere
specifically detalled in the approved AFE or other suthorizatioa, and (iéthetﬂﬂlm for such Affillate’s goods and services billed
to such individual project do not excecd $_50,00000  [fthe tatal costs for an Affillate’s goods and servioes charged to such
individual project are not specifically detailed in the approved AFE }or authorization or exceed such amount, charges for such
Affiliate shall require epproval of the Parties, pursuant to Section L6.A ((iknaral Mattars),

B. For an Affiliate’s goods and/or services used in operations not requiring an AFE or other authorization from the Non-Operstors,
charges for such Affiliato’s goods and services shall roquire approval of {he Partics, pursuant to Sectlon 1.6.A (General Matters), if the
chargesexcesd $_ 5000000 _ in agiven calendar year. !

- |

C. ‘The cost of the Affilistc’s goods or services shall not exceed average :?ommercial rates prevailing in the area of the Joint Property,
unless the Operstor obtains the Non-Operators” approval of such rates. The Operator shall adequately document end support
commercial raies and shall periodically review and update the e and the supporting documentation; provided, however,
documentation of commerclal rates shall not be required if the Operator obtains Non-Operator approval of its Affiliste’s rates or
charges prior to billing Non-Opemtors for such Affiliaic’s goods andservices, Notwithstanding the foregoing, direct charges for
Affiliate-owned communication facilitics or systems shall be made pursulant to Section 1L 12 (Commnamications).

If the Partles fail to designate an amount in Sections 11.7.A or 1L.7.B, in mh i the deemned adopted by the Parties as a
result of such omisslon shall be the amount established as the Opemor!s oxpenditure limitation in the Agreement If the Agreement
does not contain an Operator’s expenditure limitation, the amount decmed adopted by the Partics as & result of such omission shall be
2zero dollars ($ 0.00).

DAMAGES AND LOSSES TO JOINT PROPERTY

All costs or expenses necessery for the repair or replacement of Joint Pmpe’tty resulting from damages or losses incurred, except to the
extent such damages or losses result from a Party's or Parties® gross negligence or willful misconduct, in which case such Pasty or Partics
shall be solely liable. i

Tho Operator shall furnish the Non-Operator writton notice of damages or losses incurred es s00n 23 practicable after @ report has been
received by the Operator.

LEGAL EXPENSE

Recording fees and costs of handling, seitling, or otherwise discharging |litigation, claims, snd liens incurred in or resulting from
operations under the Agreement, or necessary 1o protect or recover the Joint Property, to the extent permitted under the Agreement, Costs
of the Operator's or Affiliate’s legal staff or outside attomeys, including fees and expenges, are not chargeablo unless approved by the
Pastics pursuant to Section 1.6,A (General Matters) or otherwise pravided for In the Agreement.

Notwithstanding the foregoing paragraph, costs for p ing abstr '.fuspddmmideawfwuﬂem&igmﬂa?udins
preliminary, supplemental, shut-in royalty opinions, division order title opl*xions). and curative work shall be o extent

poemitied-as-a-direct-oharge-ia-the-Agreemen),

TAXES AND PERMITS

All taxes and permitting fees of every kind and nature, assessed or levied uppn or In connection with the Joint Property, or tho production
therefrom, and which have been paid by the Operator for the benefit of the Parties, including penaltics and interest, except to the extent the
penalties and interest result from the Opermtor's gross negligeace or willful miscanduct,

If ad valorem taxes paid by the Operator arc based in whole or in part upon separate valuations of each Party’s working intereat, then
notwithstending any contrary provisions, the charges to the Parties will be mufde in accordance with the tax value gencrated by cach Party's

working interest,

1

i

i
[
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|
) Costs of tax consul or adyi the em filiate employees in matters regarding ad valorem or other
2 uxrnu%.wl.‘ tﬁ%%ﬁfﬁ%%ﬁ‘ ; St io-Seotion1.6-A{General- Mol
3
4 Charges to the Jolnt Account resulting from salea/use tex audits, including e drep olated amounts and penaltics and intorest, are permitted,
H provided the Non-Operator shall be allowed to review the invoices and other;underlying source documents which served as the basis for
6 uxolmgealndtodeterminemmewnectmuumdmxuwmchmu'aﬂleloimAewmHﬂuNm-Opmrisnolpumlﬁedto
Y review such documentation, the sales/uso tax amount shall not be directly charged unless the Operator can conclusively document the
8 amount owed by the Joint Account, i
9

12,

13.

14,

18.

. INSURANCE

Net premiums paid for insurance required to be carrled for Joint Opevations for the protection of the Partics. If Joint Operations are
conducted ot locations where the Operator acts es self-insurer in regard to its workes's compensation and employer's Hability insurance
obligation, the Operator shall charge the Joint Account manual ratcs for the risk assumed In Its sclf-insurance program as regulsted by the
jurisdiction g ing the Joint Property. In the case of offshore operations in ;!'eda‘ll ‘waters, the manual rates of the adjacent state shall be
used for personnel performing work On-site, and such rates shall be adjusted for offshors operations by the U.S, Longshoreman and
Harbor Workers (USL&H) or Jones Act surcharge, &s appropriate.

COMMUNICATIONS

Costs of acquiring, leasing, installing, operating, repairing, and maintaining communication facilities or systems, including satellits, radlo
and microwave facilities, between the Joint Property and the Operator’s office(s) directly responsible for ficld operations in sccordance
with the provisions of COPAS MFI-44 (“Ficld Computer and Commurnication Systems™), If the communications fhcilities or systems
serving the Joint Property are Operator-awned, charges to the Joint Account shall be made as provided in Soction IL6 (Squipmens and
Facilittes Furnished by Operator), If the communication facilities or systera serving the Joint Property are owned by the Operator’s
Affiliate, charges to the Joint Account shall not excoed average commercial rales prevalling in tho area of the Joint Property, The Operator
shall adequately’ document and support commercial rates and shall periodically review and update the mte and the supporting
documentation,

ECOLOGICAL, ENVIRONMENTAL, AND SAFETY

Costs incurred for Technical Scrvices and drafting to comply with ecological, environmental and safety Lawa or standards recommended by
Occupational Safety and Health Adminlstrstion (OSHA) or other regulstory authorlties. All other labor end functions incurred for
ccological, environmental and safety mattess, including management, administration, end permitting, shall be covered by S¢ctions T.2
(Labor), L5 (Services), or Section I (Overhead), rs applicable. :

1

Costs to provide or have aveileble pollution containment and removal equip'rnont plus actusl costs of control and cleanup and rosulting
responsibilitics of oll and other spills as well s discharges from permitted joutfalls as required by applicabla Laws, or other pollution
containment and removal equipmont d d appropriate by the Op for piudent opcrations, are directly chergzable.

ABANDONMENT AND RECLAMATION

Costs i d for aband and reclmmation of the Joint Property, includiig costs required by loase agrocments o by Laws.

OTHER EXPENDITURES v
i
Any other expenditure not covered or dealt with in the foregoing pmvisi;bm of this Section I (Direct Charges), or in Section Il

(Overhead) and which is of direct benefit to the Joint Property and is incurred by the Operator In tho necossary and proper conduct of the
Joint Operatlons. Charges made under this Section I1.15 shall require approval of the Parties, pursuant to Section L6.A (General Matiers).

IIL OVERHBEAD

As compensation for costs not specifically Identified es chargeable to the Joint Agcount pursuant lo Soction Il (Direct Charges), the Operator

shall charge the Joint Account in accordance with this Section II1. !

Functions included in the overhead rates regardless of whether performed by the ¢pmr. Operator’s Affilietes or third partics and regardiess
of location, shall include, but not be limited to, costs and expenscs oft

|
« warchousing, other than for warehouses that are jointly owned under rhiJ Agreement

« design and drafting (except when allowed as a direct chargo under Secﬂoh 1113, TL1.A(if), and I11.2, Option B)
Inventory costs not chargeable under Section V (Jmventories of Cnntmlla}la Material)

* procurement
administration .
s accounting and suditing i
« gas dispatching and gas chart integration !

I
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human resources

management

supervision not directly charged under Section 11.2 (Labor)
legal services not directly chargeable under Section 119 (Legal Expense)
taxation, other than those costs Identified ms directly chargeablo under 8

+ preparation and monimdggg.g ﬂ%%mwfnw

governmental agencles or
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i
|
[
|

ion 11,10 (Taxes and Permiis)

TR TR R i

imerpreting, or submiltting comments o or lobbying with respect to Lav or proposcd Laws.

Overhead charges shall include the salaries or wages plus applicable payroll hurdelhs, benefits, and Personal Expenses of persannel performing
overhead functions, as well as office and other related expenses of overhead functi

COPYRIGHT © 2005 by Council of Petrol A Soci

|
OVERHEAD—DRILLING AND PRODUCING OPERATIONS JI

As compensation far costs incurved but not chargeable under Section I (Dlirect Charges) and not covered by other provisions of this
Section 111, the Operator shall charge on cither: i

B  (Altervative 1) Fixed Ratc Basis, Section [I1.1.B. i
O (Alternative 2) Porcontage Basis, Section I.1.C. i

f
A. TECHNICAL SERVICES -'

() Except as otherwise provided in Section 1113 (Ecologioal Environmental, and Safety) and Section 1112 (Overhead — Major

Construction and Calastropha), or by approval of the Parties | o Section L6.A (General Matters), the salaries, wages,
related payroll burdens and benefits, and Personal Expenses for On-site Technical Services, including third party Technical
Services: :

T

|
B (Alternative 1 - Direct) shall be charged girect to the Joint Acoount.

O (Alternative 2 - Overhead) shell be covered by the mmh rates,

Except es otherwise provided in Section I1.13 (Ecological, Emvi , and Sqfety) md Section 1.2 (Overhead — Major
Construction and Catastrophe), or by approval of the Parties pursuant to Section L6.A (General Maiiers), the salarics, wages,
related payroll burdens and benefits, and Personal Expenses for Off-site Technical Services, including third party Technical
Services: i

]

(Altcruative 1 — All Overhead) shall bo covered by the overhiead rates.

0]

(Alternative 2 — Al Direct) shall be charged direct to the Jolnt Account.

7] (Alternative 3 - Drilling Direct) shall be charged gireet to the Joint Account, ggly to the extent such Technical Services.
are dicectly attributable to drilling, redrilling, deepening, jor sldotracking operations, through completion, temporary
ebandonment, or abandonment If & dry hole. Off-site Technical Services for all other operatlons, including workover,
recompletion, abandonment of producing wells, and the conptruction or expansion of fixed assets not covered by Section
111.2 (Overhead - Major Construciion and Catastrophe) shallibe cavered by the overhead rades,

Notwithstanding anything to the coatrary in this Section Il, Technical Serviuiec provided by Operator’s Affiliates are subject to limitations
set forth in Section IL7 {4ffliates). Charges for Technical personnel performiing non-tschnical work shail not be gavemnied by this Section
1IL1,A, but instead govemed by other provisions of this A ing Proceduré relating to the type of work being performed.

QOVERHEAD—FIXED RATE BASIS
(1) ‘The Operator shatl charge the Joint Account at the following rates per well per month:
|
Drilling Well Ratc per month $_8,159,29 (prorated for less than a full month)
Producing Well Rate permonth §_ 81592
(2) Application of Overhcad—Drilling Well Rate shall be as follows:
(8) Charges for onshore drilling wells shall begin on the spud date and terminate on the dute the drilling and/or completion
equipment used on the well is released, whichever ocours Inter) Charges for offshore and inland waters drilling wells shall
begin on the date the drilling or completion equipment arrives orl Jocation and terminate on the date the drilling or complotion

t maves off | or ls ocours ;hm. No charge shall be made during suspension of drilling
and/or completion operations for fifteen (15) or more consecutive ?llendar days,
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Charges for any well undergoing any type of workoves, recomplétion, and/or abandonment for e period of five (S) or more
consccutive work—days shall be made at the Drilling Well Rue' Such charges shall be spplied for the period from daie
operations, with rig or other units used in operations, commence thmush date of rig or other unit release, ucepnhltnoehnm
shall be made during suspension of operations for fifieen (15) or more consecutive calendar days.

(3) Application of Overhead—Producing Well Rate shall be es follows:

@

)

()

@

(€)

An setive well that is produced, injected into for recovery or disposal, or used to oblain water supply to support operstions for
any portion of the month shall be considered as 8 onte-well chargo for the entire month.

Esch active completion in a multi-completed well shall be considered as & onc-well charge provided cach completion is
consldered a separate well by the governing regulatory authority.

A one-well charge shall be made for the month in which plugging and abandonment operations are complcted on any well,
unless the Drilling Well Ratc applies, as provided in Sections T1.1/B.(2)(s) or (b). Thia onc-well charge shall be made whether

or not the well has produced. :

An active gas well shut in because of overproduction or fallure of i purchaser, processor, or transporter to take production shall
be idered as a 1l charge provid ‘theguwelllsdi:ewyhonncwdtolpmmmﬁouﬂa.

Any well not meeting the criteria set forth In Sections 1.1.B.(3) (u) (b), (c), or (d) shall not qualify for & producing oveshead
charge.

(4) The well rates shall be adjusted on the first day of April each year following the effective date of the Agreement; provided,
however, if this Accounting Procedure iy aitached to or otherwise goveming the payout acoounting under 8 farmout agrecruent, the
rates shall be adjusted on the first day of April each year following the effective date of such fanmout agreoment. The adjustment
shall be computed by applying the edjustment factor most recontly published by COPAS, The adjusted rates shall bo the Initial or
amended rates agreed to by the Partles incrensed or decrcased by the adjustment fisctor described hercin, for each year from tho
effective datc of such rates, in accordance with COPAS MFI-47 (“Adjustment of Overtiead Rates”).

Fin
e
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2. OVERHEAD—MAJOR CONSTRUCTION AND CATASTROPHE

To compensate the Opemitor for overhesd costs incurred In connection with a Major Construction project or Catastrophe, the Operator
shall either negotiate a raio prior 1o the beginning of the project, or shall chiarge the Jolnt Account for ovethcad bused on the following
rates for any Major Construction project in excess of the Operator's expenditre limit under the Agreement, or for any Catastrophe
regardless of the amount, If the Agreement to which this Accounting Procedure s attached does nol contain an expenditure limit, Major
Construction Overhead shall be assessed for any single Mldormrwdmpréjeuwun; in excess of $100,000 gross.
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Major Construction shall mean the construction and installation of fixed essetk, the expansion of fixed asscts, and any other project clearly
discemnible as & fixed asset required for the development and operstion offlhe Joint Property, or in the dismantiement, ebandonment,
removal, end restoration of platforms, production equipment, and other operating facilities.

Catastropho is defined es a sudden calamitous event bringing damage, loss, 6r destruction to property or the environment, such as an oil
spill, blowout, explosion, fire, storm, hurrican¢, or other disaster, The ovotho#d rate shall be applled to those costs necessary to restore the
Joint Property to the equivalent condition that exlsted prior to the event. i

A HtheOp bsorbs the ing, design end drafting costs related o the project:

(1) ___§ _ % oftotal costs if such costs are less than $100,000; plLs
I
[

@) __3 % oftotal costs in excess of $100,000 but less than sn.Poo.ooo; plus
1

(3) __2 % oftotal costs in excess of $1,000,000,

|
i
B. If the Operator charges engincering, design and drafting costs releted to l.'glc project directly to the Jolat Account:

() ___8 % oftotal costs if such costs are leas than $100,000; pljis

(2) 3 __ %oftotal costs [n excess of $100,000 but less than SI.}I&,MI}. plus

[6)) 2 %oftotal costs in excess of $1,000,000, i

Total cost shall mean the gross cost of any one project. For the purposeiof this paragraph, the component parts of a single Major
Construction projoct shall not be treated scparately, and the cost of drilling jand workover wells and purchasing and Installing pumping
units and downhole artificial lift equipment shall be excluded. For Camuuphfm. the rates shall be applied to all costs associated with esch
single occumence or cvent. ;

On each project, the Operator shall adviss the Non-Operator(s) in advance which of the sbovs options shall apply.

For the purposes of calculating Catastropho Overhead, the cost of drilting mli!éf wells, substitute wells, or conducting other woll operations
directly resulting from the catastrophic cvent shall be included. Expenditures to which these rates epply shall not be roduced by satvage or
insurance recoveries. Expenditures that qualify for Major Construction or Cainbﬁophe Overhead shall not qualify for overhesd under any
other avethead provisions, |

In the event of any conflict between the provisions of this Section [IL2 and the provisioas of Sections 1.2 (Labor), IS (Services), or I.7
(Affiliates), the provisions of this Section IT.2 shall govern,

3. AMENDMENT OF OVERHEAD RATES

The overhead rates provided for in this Section IIT may be emended from tlmle to time I, in practice, the rates re found to be insuficient
or.excessive, in accordance with the provisions of Section L6.B (Amend:mnu)';

|
IV. MATERIAL PURCHASES, 'I'RANSFER.E. AND DISPOSITIONS
|
The Oporator is responsible for Joint Account Material and shall make proper and timely charges and credits for direct purcheses, transfers, md
dispositions. The Operator shall provide all Material for use In the conduct of Joimt Operations; however, Material may be supplied by the Non-
Op at the Op *s option. Material furnished by any Party shall be ﬁnmlhed without eny express or implied wammanties as to quelity,

fitnoss for use, or any other matter. i
i

1. DIRECT PURCHASES

Direct purchases shall be charged to the Joint Account at the price paid by: the Operstor after deduction of all discounts received, The
Operator shall meke good fith efforts 1o take discounts offercd by suppliers; but shall not be lisble for failure to take discounts except to
the extent such faifure was the result of the Operator's gross negligeace or willful misconduct. A direct purchase shall be decmed (o oocur
when an agreement is made betweea an Operator aad & third party for the| soquisition of Material for a specific well site or location.
Material provided by the Operator under “vendor stocking programs,” whero th initial uso is for a Joint Property and titlo of the Material
does not pass from the manufacturer, distributor, or agent until usage, is idered a direct purchase, If Material {s found to bo defective
or is returned to the menufacturer, distributor, or agent for any other reason, [credit shall be passed to the Joint Account within sixty (60)
days afier the Operator bas recelved adjustment from the manufacturer, distribjrtor, or agent.

|

|

|

!
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I 2. TRANSFERS |
2 !
3 A transfer is determined to ocour when the Operator (i) firnishes Material fml.n o storage facility or from another operated property, (ii) has
4 essumed liability for the storage costs and changes in value, end (jif) has q:wiously secured end held title to the transferred Material.
H Similarly, the removal of Material from the Joint Property to a storage ﬁwility or to another operated property i: also considered a transfer;
6 provided, howover, Material thet is moved from the Joint Property to a stomge i safe-keeping p g disposition may remain
7 charged to the Joint Account end Is not considered a transfer, Material shall bg disposed of in accordance with Section 1V.3 (Disposition of
8 Surplus) and the Agreement to which this Accounting Procedure is attached. !
9

=3

A. PRICING

!
The value of Material transferred to/from the Joint Property should gendlrnlly reflect the market velue on the date of physical transfer.
Regardiess of the pricing method used, the Operator shall make avaitable to the Non-Operators sufficient documentation to verify the
Material valuation, When higher than specification grade or size tubulirs are used in the conduct of Joint Operations, the Operator
shall charge the Joint Account at the equivalent price for well design spleciﬁclion tubulars, unless such higher specification grade or
sized tubulars are approved by the Partics pursuant to Section L6.A (Genera! Maiters). Transfers of new Material will be priced
usmg one of the following pricing methods; provided, however, the Opemor shatl use consistent pricing methods, end not altemats
hads for the ormhgmemedmdnmﬁvonblewﬂwwmforlwlﬂcm

Py

(1) Using published prices in effect on date of movemont as adjusted py the appropriate COPAS Historical Price Multiplier (HPM)
or prices provided by the COPAS Computerized Equipment Pricing System (CEPS).

(a) For oil country tubulars and line pipe, the published price shall be based upon eastem mill carload base prices (Houston,
Texas, for special end) adjusted as of date of movement, plus transportation cost as defined in Section IV.2.B (Freighs).

(b) For other Material, the published price shall be the published lia prioe in offect ot date of movement, as listed by a Supply
Store nearest the Joint Property where like Material is y available, or point of manufacture plus transportation
costs ag defined in Section [V.2.B (Freight).

(2) Based on a price quotation from a vendor that reflects a current realistic acqulsition cost,

(3) Based on the amount paid by the Operator for like Material in l.helvncmlty of the Joint Property within the previous twelve (12)
months from the date of physical transfer.

'
(4) As agreed to by the Paticipating Parties for Material being trankferred to the Joint Property, and by the Parties owning the
Material for Material being transferred from the Joint Propesty. |

B. FREBIGHT

Transpostation costs shall be added to the Materlal transfer price g the method prescribed by the COPAS Computerized
Equipment Priving System (CEPS). If not using CEPS, transportation col ts shall be calculated as follows:

)
(1) Transpartation costs for oil country tubulars end line pipe slul] be caloulated using the distance from castern mill to the
Railway Receiving Point based on the carload weight basis a§ recommended. by the COPAS MFI-33 ("Material Pricing
Manual™) and other COPAS MFIs in effect &t the time of the mmaflhr

(2) Transportation costs for special mill items shall be calculated fiom tht mill's shipping point to the Railway Recetving Point.
For transportation costs from other than eastern mills, the 30.000-i;ound interstate truck rate shall be used. Transportation costs
for macaroni tubing shall be calculated based on the interstate itruck rate per weight of tubing transferred to the Raliway
Receiving Point

(3) Transportation costs for special end tubular goods shall be calculatcd using the interstate truck rate from Houston, Texas, to the
Railway Receiving Point.

(4) Transportation costs for Material other than thet described in Spcnons TV.2.B.(1) through (3), shall be calculated from the
Supply Store or paint of manufacture, whichever is appropriate, to the Railway Receiving Point

Regardless of whether using CEPS or manually calculating transg ion costs, portation costs from the Railway Receiving Point
1o the Joint Property are in addition to the foregoing, and may be charged to the Joint Account based on actual costs incwrred. All
transportation costs ere subject to Equalized Freight as provided in Sectipn I1.4 (Transportation) of this Accounting Procedure.

C. TAXES

Sales and use taxcs shall bo added to the Materinl transfer prico mm'z either the method contained in the COPAS Computerized
Equipment Pricing System (CEPS) or the applicable tzx rete in effect ﬁfnhe Joint Property at the time and place of transfer, In either
case, the Joint Account shall be charged or credited it the rate thalwoul& have governed had the Material been a direct purchase.

I
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Condition “A™ — New and unused Material in sound and serviceable condition shafl be charged at one lumdred percent (100%)
of the price as determined in Sections IV.2.A (Pricing), IV.2B (Freighi), and IV2.C (Taxes). Material transfecred from the
Jolnt Property that was not placed in service shall be credited as chasged without gain or Joss; provided, however, any wrased
Materiel that was charged to the Joint Account through & direst prchass will be credited to the Jont Account at the ovigina!
cost paid foss restocking fees charged by the vendor. New and unused Materlal trmferred from tho Joint Property may bo
oredited at a prico other than the price originally charged to tho Jgint Account provided such price is spproved by the Partics
owning such Material, pursuant to Scction L6.A (General Matters). All refurbishing costs required or necessary to return the
Metcrial to originel condition or to correct handling, transpartation, or other damages will bo bome by the divesting property.
The Joint Account is responsible for Material preparation, handling, and transportation costs for ncw and muscd Material
charged to the Joint Propesty cither through & direct purchass or transfer. Any preparation costs incurred, including any intemal
or external coating and wrepping, will be ceedited on new Mnterial provided these services were not repeated for such Meterial
for the recciving propesty. !

1
1

Condition “B™ = Used Material in sound and serviceablo condiﬁoniund suitable for reuse without reconditioning shell be priced
by multiplying the price determined In Sectlons IV.2.A (Pricing), IV.2,B (Freight), and TV.2.C (Taxes) by seventy-fivo percent
5%). :
Except as provided in Section 1V.2.D(3), all reconditioning costs I?quliM to return the Material to Condition “B” or to correct
handling, transportation or other damages will be borne by the divling propesty.

|
If the Material was originally charged to the Joint Account as used Material and placed in service for the Joint Propexty, the
Material will be credited at the price determined in Sections IV.2.A (Pricing), IV.2B (Freight), and IV.2.C (Taxes) multipliod

by sixty-five percent (65%4). !

Unless otherwise agreed to by the Pertics that pald for such Mutennl, used Material transferred from the Jolnt Property that was
not pieced in service on the property shall be credited as charged without gain or loss.

Condition “C" — Material that is not in sound md serviceable uﬁndlﬂnn and not suitable for ity original function untll after
recondltioning shall be priced by multiptying the prics determined in Sections IV.2.A (Pricing), IV.2.B (Freight), snd IV.2.C
(Taxes) by fifty percent (50%).

The cost of reconditioning may be charged to the receiving property to the cxtent Coadition “C” value, plus cost of
reconditioning, does not exceed Condition “B” value,

Condition “D" — Maierial that (i) is no longer suitable for its original purpose but useabl for some other purpase, (ii) is
obsolete, or (ifi) does not meet original specifications but still has yalue and can be used in other npplications as a substitule for
Items with different specifications, ls considered Condition “D" Material. Casing, tubing, or drill pipe used as line pipe shall be
priced as Grade A and B seamless line pipe of comparable size and weight. Used casing, tbing, or drill pipe utilized as line
pipe shall be priced at used line pipe prices. Casing, tubing, or dril] pipe used as higher pressuro service lines than standard linc
pipe, £.8., power oif lines, shall be priced under normal pricing procedures for casing, tubing, oc drill pipe. Upset tubuler goods
shall be priced on a non-upset basis. For other items, the price used should result in the Joint Account being charged or credited
with the value of the service rendered or use of the Material, or a4 agreed to by the Partics pursuant to Section 1.6.A (General
Matters). J

Conditlon “E" — Junk shall be priced at prevailing scrap value prices.

E. OTHER PRICING PROVISIONS

m

@

Preparation Costs ]

Subject to Seetlon 11 (Direct Charges) and Section 111 (Overkead) of this A ing Procedire, costs [nourred by the Operator
in making Material serviceable including inspection, third party surveillance services, and other similar services will be charged
to the Jolnt Account st prices which reflect the Oporatar’s actual costs of the services, Documentation must be provided to the
Non-Operators upan request (o support the cost of service, New coating and/or wrpping shall b consldered a component of
the Materials and priced in accordance with Sections IV.1 (Direct! ) or IV.2,A (Pricing), as applicable. No charges or
credits shall be made for used coating or wrapping. Charges and credits for inspections shall be made in accordance with
COPAS MFI-38 (“Materlal Pricing Manual™), |

Loading and Unloading Costs l
Loading and unloading costs related to the movement of tho Materls! to the Joint Property zhell be charged in accordance with
the methods specified in COPAS MF1-38 (“Material Pricing Manujl”).

COPYRIGHT © 2005 by Council of Petroleum Accountants Socleties, Inc. (COPAS)
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1 3. DISPOSITION OF SURPLUS |
2
3 Surplus Matesial is that Material, whether new or usod, that is no longer reqfiired for Joint Operations, The Operator may purchase, but
4 ghall be under no obligation to purchaese, the interest of the Non-Operators in s t lus Material,
2 i
6 Dispositioas for the purpose of this procedure are idered to be the relinquishment of title of the Material from the Joint Property to
7 cither a third party, a Non-Operalor, or to the Operator. To avoid the accumiilation of surplus Material, the Operator should make good
] falth efforts to dispase of surplus within twelve (12) months through buy/sale! agr trade, sale to a third party, division in kind, or
9 other dispositions as agreed (o by the Parties.

4

Disposal of surplus Materials shall be made in sccordance with the terms|of the Agreemont to which this Accounting Procedure is
attached, If the Agreement contains no provisions goveming disposal of surptuﬁ Muterlal, the following terms shall apply:

*  The Operator may, through a salc to an unrclated third party or entity, disposc of surplus Matcrisl having & gross sale value that
is less than or equal to tho Operator’s expenditure Limit as set forth in tho Agreemeat to which this Accounting Proccduce is
attached without the prior approval of tho Partles owningsuehMm;rinl:

I

s If the gross sale value exceeds the Agreement expenditure limit, khe disposal must bo agreed to by the Parties owning such

Materisl.

|

*  Operstor may purchase surplus Condltion “A” or “B" Material without approval of the Partics owning such Material, based on
the pricing methods aet forth in Section IV.2 (Trangfers). i

*  Operator may purchese Condition “C" Material without prior uppa’;m] of the Partics owning such Material if the value of the

Maeterials, based on the pricing methods set forth in Section N2(ﬁwx#m]. ulmlhmorequal to the Operator's expenditure

limitation sct forth In the Agr nl. The Oy shall pr g the classification of the Matorial 25
Conditlon C. :

»  Operator may dispose of Condition “D™ or “E" Materia] under prodedures normally utilized by Operetor without prior appraval
i

of the Parties owning such Material. 1
|
1

SPECIAL PRICING PROVISIONS

A. PREMIUM PRICING

Whenever Material is available only at inflated prices due to emergencies, strikes, government imposed forelgn trade
restrictions, or other unusual causes over which the Operator has no control, for direct purchaso the Operator may charge the Joint
Account for the requircd Material at the Operntor’s actual cost imumc[ in providing such Material, making it suitable for use, and
moving it to the Joint Property, Materiel transferred or disposed of duri.ftg premium pricing situations shail be valued in sccordance
with Section IV.2 (Trangfers) or Sectlon IV.3 (Dispasition of Surplus), nw spplicable.

SHOP-MADE ITEMS
\

ftems fabricated by the Operator’s employees, or by contract laborers mder the direction of the Opcrator, shall be priced using the
valu of the Material used to construct the tem plis the cost of lsbor fo fabricate the ffem, If the Malerial s from tho Opsrator's
scrap or junk account, the Material shall be priced at either twenty-five _paoent (25%) of the current price as determined in Section
IV.2.A (Pricing) or scep value, whichever is higher. In no event 'shall the amount charged exceed the valuo of the item
commensurale with its use,

MILL REJECTS
Mill rejeots purchased as “limited service™ casing or tubing shell be priced at cighty percent (80%) of K-55/)-55 price as determinsd In

Section 1V.2 (Trangfers). Line pipe converted to casing or tubing with culns o tubing couplings mtached shall be priced as K-55/-
55 gasing or tubing at the nearest size and weight.

V. INVENTORIES OF CONTROLLABLE MATERIAL

The Operator shall maintain records of Controllable Materiel charged to the Joint Account, with sufficient detail to perform physical inventories.

Adjustments to the Jolnt Account by the Op Iting from a physical i iry of Controllsble Matorial shall be made within twelve (12)
months following the taking of the inventory or receipt of Non-Operator inventory report. Charges and credits for overages or shortages will be
valued for the Joint Account in accordance with Section IV.2 (Trangfers) and shall be based on the Condition “B” prices In cifect on the date of
physical inventory unfess the Inventorying Parties can provide sufficient evidence another Material condition applies,

COPYRIGHT © 2005 by Council of Petroleum Accountants Socistics, Inc. (COPAS)
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1 1. DIRECTED INVENTORIES !
2 .
3 Physical inventories shall be performed by the Operator upon written request of e majority in working interests of the Non-Operators
4 (hereinafter, “directed inventory™); provided, howsver, the Operator shall not be required to perform directed inventories mors frequently
5 than onoe every five (5) years. Dirccted inventories shall be d withls one hundred eighty (180) days after the Opemtor recsives
6 written notice that « majority in interest of the Non-Operators has requested d"le Inventory. All Paties shall bo governed by tho results of
1 emy directed nventory. :
' 1
9 Expenses of dirccted inventorles will bo borne by the Joint Account; provided, however, costs associated with ny post-report follow-up

work In settling the inventory wil) be absorbed by the Party incurring such . The Operator 1 expected to exercise judgment in keeping
expenses within reasonable Tlimits, Any anticipated disproportionate or dinary costs should be discussed and agreed upon prior to
commencement of the inventory. Expenses of directed inventories may include the following:

]

A. A per diem rate for each inventory person, representative of actual salari¢s, wages, and payroll burdens and benefits of the personncl
performing the inventory or a rate agroed 1o by the Pasties pursuant to Section 1.6.A (General Maters). The per diem rate shall also
be applied to a reasonable number of days for pre-inventory work and report preparation,

B.  Actual transportation cosis and Personal Expenses for the imventory team.
1

]
C. Reasonsble charges for report preparation and distribution to the Non-Opérators,
]

2. NON-DIRECTED INVENTORIES i
A. OPERATOR INVENTORIES
Physical inventories that are not requested by the Non-Operators may be performed by the Operator, af the Operstor’s discretion. The
expenses of conducting such Operator-initiated inventories shall not be chiwged to the Joint Account, !
B. NON-OPERATOR INVENTORIES
Subject to the terms of the Agreement to which this Accounting Procedure is attached, the Non-Openlqs may conduct a physical
inventory at ressonable times at their sole cost and risk afier giving the “Opemor at least nincty (90) days prior writton notice. The
Non-Operator inventory report shall be furnished to the Operator in writing within ninety (50) days of completing the Inventory
fieldwork. |
C, SPECIAL INVENTORIES
The exp of ducting inv: ies other than those described in i V.1 (Di d Iy ies), V.2.A (Opx
Tveniories), or V.2.B (Non-Operator I fes), shall be charged to the Party requesting such inventory; provided, however,
inventories required due to a change of Operator shall be charged to thé Joint Account in the samo manner as described in Section
V.1 (Directed Inventories). !
1
1
I
I
|
|
]
|
|
{
1
|
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EXHIBIT “D”

ATTACHED TO AND MADE A PART OF THAT CERTAIN OPERATING AGREEMENT DATED
FEBRUARY 2], 2011, BY AND BETWEEN BERRY PETROLEUM COMPANY, AS OPERATOR,
AND PAUL M, LEHRMAN, AS NON-OPERATOR.

INSURANCE

The Operator shall camry the following minimum insurance to cpver the risk of accidents and/or damages to
persons and/or property which may occur in the course of oiuﬁons conducted under this agrecment, a
ined

proportionate part of the premium on such insurance, determ on some equitable basis congistent with
Operator's accounting practice, to be charged to the Joint Account:

1. Workmen's Compensation and/or Employer's Insurance in emounts sufficient to cover
liability for injury to or death of Operator’s empldyus, such insurance, if required by laws of
the state in which the leased lands are located, to be in conformity with such laws.

2, Comprehensive General Liability. Insurance in the amount of §1,000,000 per occurrence and
$2,000,000 in the aggregate. !
3 Automobile Insurance in the amount of Sl,OO0,0dO per occurrence covering property of third

persons, including coverage for all owned, hired and non-owned vehicles.

4, Umbrella Liability Insurance in the amounts not less than $1,000,000 but not more than
$5,000,000, excess of all primary fimits.

In the event Operator recommends or acquires any insurance other that that listed above covering loss of or
damage to the jointly owned property or production therefrom caused by fire, explosion, windstorm,
tornado, flood, vandalism, malicious mischief, or well control "blowout” insurance on drilling wells,
including extra expenses relating to redrilling, seepage, pollution and drill stem loss, or other extended
perils, Operator shall provide Non-Operator with an opportunily to elect to be insured against such losses
by paying a proportionate part of the premium of such insurance, determined on some equitable basis.
Failure of Non-Operator to respond in writing within fifteen (15) days to Operator's notice shall deem an
election by Non-Operator to not participate.

With respect to all insurance coverage provided herein, Non-Qperator shall be set forth as named insured
party on Operator’s insurance policy or a binder thereto,

With respect to losses to jointly-owned property, it is understood and agreed that except in the case of gross
negligence or willful misconduct, no Party to this agreemet nor his insurers shall have any right of
recovery against any other Party to this agreement, their agents| directors, officers, or employees, or against
their respective property, and the rights of recovery with respect to such property are mutually waived.
Any'insurance policies covering any interest provided for herepnder covering jointly-owned property shall
be endorsed to effectuate this waiver of subrogation.

Operator shall require all contractors and sub-contractors engaged in operations under this Agreement to
comply with the applicable workmen’s compensation, occupational disease laws, governmental safety laws
and regulations, and to maintain such other insurance as the Operator déems necessary.

Operator shall notify Non-Operators as soon as practicable of all accidents or occurrences resulting in
injuries to its employees and those contractors or sub-contractors or to third parties, or damage to property
of third parties, arising out of or during the courso of operations hereunder, and when requested, shall
furnish Non-Operator with copies of all reports made in connectiorn With such accidents or occurrences.

Operator shall furnish Non-Operator with a certificate evidericing sich insurance coverage as set forth
above. Operator shall notify the Non-Operator at least 20 days prior the date of cancellation or the date
on which a material change in coverage will become effective. |
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NOTE: Instructions For Use of Gas Balancing
Agreement MUST be roviewed before finalizing
this document.

AMERICAN ASBOCIATION OF PETROLEUM LANDMEN
APPROVED FORM AAPLNO.8

EXHIBIT "E"
GAS BALANCING AGREEMENT ("AGREEMENT")
ATTACHED TO AND MADE PART OF THAT CERTAIN

OPERATING AGREEMENT DATED ___ February 21,2011

»— 88 Qperator

("OPERATING AGREEMENT™)

AREA,

DEFINITIONS

The following definitions shall apply to this Agrosment;

1.01 "Am's Length Agreemont” shall mesn any gas sales
agreement  with an  affilisted purchaser where the sales
representatlve  of prices end  delivery conditions  existing

COUNTY/PARISH, 5TATE OF

agrecment

Utah

with an uneffilisted purchaser or mny gas sales
pricc and delivery conditions under such agreoment arc
under other similar agreements in tho wrea  between

unnffiliated parties at the samo time for natural gas of comparable qualityjand quantity,

1.02 "Balancing Arca” shall mean (select ane):

O each well subject to the Operating Agr that
single well is completed in two or moare prudu:lns

Gas or js ellocatod s share of Gas production, If &
intervals, each producing interval from which the Gas

production is not commingled in the wellbore shall be considered & séparate well.

1 all of the acreage and depths subject to the Operating Agreement.
a]

1.03 "Full Share of Cument Production® shall mesn the Puwnhy Intorost of cach Party in the Ges eotuslly produced

from the Balancing Aroa during cach month.
1.04 "Gas® ghall mean all hydrocarbons produced or producible

|fmm the Balancing Arca, whether from a well classified

uanoﬂw:llorgsmllbyﬂwmguluxoryugcncyhavh;;misdxdlmhsnnhmmwhichlmofmlybenud:

availsble for sale or scparmte disposition by the Parties,
field cquipment operated for the joint account "Gas® does
recycling or reinjectlon, or which is vented or lost prlbr to its sale or deliv
105 "Makeup Ges" shall mean amy Qas taken by an Underprod

Share of Current Production, whether pursuant to Section 3.3 or Section 4.

1.06 "McF shall mean one thousand cubic feet A cubk foot of

excluding oll, condensate and other liquids recovered by
mot fnclude geas used m joit operations, such as for fuel,
fery from the Balancing Area.

iced Party from the Belancing Area in excess of its Full
1 hereof,

Gas shall mean the volume of gas contained in one cubic

foot of space at & standard pressurc base and at a standard termperature base.

1.07 "MMBtu" shall mean one million British Thermal Units. |A British Thermal Unit shall mean the quantity of heat
roquired to mise onc pound avoirdupois of. purc water from S8.5 degrees Fahrenbeit to 59.5 dogrees Fahrenhoit at a
constant pressure of 14,73 pounds per square inch absolute.

1.08 "Operator” shall mean the individuel or entity designated
event this Agreement s not employed In  connection
designated as the operator of the well(s) located in the Balancing Area,

1.09 *Overproduced Party” shall mean sny Party heving taken fa grester quantity of Gas from the Balanclng Area than
the Percentage interest of such Party in the curmulative quantity of all Gas produced from the Balancing Area.

1.10 "Overproduction® shall mean the cumulative .quantity of Gas| taken by @ Party in excess of ks Pescentago Intcrest in
tho cumulative quantity of all Gas produced from the Balancing Area.

111 "Party” shall meen those individuals or entitles subject o this
transferces and assigns.

112 "Percentage Interest” shall mean tho percentage or decimal interest of each Party in the Gas produced from the
Balancing Area pursumnt 10 the Operating Agreement covering the Balancing Area.

1.13 "Royalty® shall mean payments on production of Gas from the Balancing Area to sll owners of royalties, ovemiding
royaities, production payments or similar interests,

1.14 "Underproduced Party" shall mecen any Party baving tsken ' 8 lesser quentity of Ges from the Balencing Arca than
the Percentsge Interest of such Party in the cumulative quantity of all Gas produced from the Balancing Area.

1.15 "Underproduction” shall mean the oy the | lative quantity of Ges taken by & Paty end lis
Porventags Interest in the cumuletive quantity of all Gas produced from the Balancing Arca,

1.16 H (Optional) "Winter Pesiod" shall mean the month(s)of _______ November and December
calendar yoor and the month(s) of ________ January, Esbruary and Mareh
BALANCING AREA

2.1 If this Agreement covers more than onc Balancing Area, ll shall be epplicd a8 If cach Balancing Area were covared

in the
entity

under the terms of the Operating Agreement or,
with an opersting agreemont, the individual or

Agreement, and  their respective heim, successors,

Aafial haty

in one
ding calendar year.

in the

66 by scparste but identical egreements. All balancing ‘hereunder shall |hc on the basls of Gas taken from the Balancing Arca
67 measured in (Alternative 1) O Mofs or (Alternative 2) B MMBtus.

68
69
70
71 3
n

22 In the event that all or part of the Gas deliverable ﬁvrm a Balancing Arca ¢ or becomes subject to onc or more

maximum lawful prices, any Gas not subject to price controls shuli be considered a8 produced from a single Belancing Arca
and Ges subjoct to each maximum lawful prico category shall be considered pwduoéd from a separate Balancing Area.

RIGHT OF PARTIES TO TAKE GAS

3.1 Each Party desirlng to take Gas will notify the Opumol, or cawc the Operator to be notified, of the volumes

73 nominated, the neme of the transporting pipeline and the pipeling contract number (if available) and meter station relaling
74 to such delivery, sufficiently in advance for the Operator, ecting \qlrlrh reasonable diligence, to mect all nomination end other

-1-
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requirements. Operator is authorized to deliver
transporting pipeline in accordance with the terms of this Agreement.

3.2 Each Party shall make & remsonable, good faith effort to
extent that such production is required to maintain leases in effeot,
preserve correlative rights, or to maintain oil production.

33 When a Party fails for any reeson to take its Full Share
right of the other Partics to make up for Underproduction as pro
Gas which such Party fails to take. To the extent practicable, such
Party in the proportion that its Percentage Interest in the Bal
Underproduced Parties desiring to take such QGas. If all such Gas
taken shall then be wmade available to the other Perties in the
Balancing Area bear to the total Percentage Interests of such Parties.

34 Al Gas teken by a Party in accordance with the provis
underproduced or overproduced, shall be regarded as Ges taken ff
Party.

3.5 Notwithstanding the provisions of Section 3.3 hereof, no O
Gas in excess of three hundred porcent (300%) of its Percent
Monthly Availebility; provided, however, that this limitation shall
that is required to maintain leases in effect, to protect the prod

T-1992

the volumes so npminsied end confirmed (if confirmation is required) to the

take its Full Share of Cument Production each month, to the

to protect the producing capacity of & well or reservoir, to

of Cument Production (as such Share may be reduced by the
¥ided hercin), the other Partios shall be entitled to take any
Gas shall be made avallable Initially to each Underproduced
incing Arca bears to the total Percentage [Interests of all
is not teken by the Underproduced Parties, the portion not
proportion that their respective Percentage Interests in the

sions of this Agrecment, regardless of whether such Party is
br its own account with title thereto being in such taking

verproduced Party shall be entitled in any month to take any
age Interest of the Balancing Area's then-cument Maximum
not apply to the extent that it would preclude production
i apacity of a well or reservoir, to preserve comelative

rights, or to maintain oil production,
production at which Gas can bo delivered from the Balancing Ar
efficient well rate for each well within the Balancing Ares, the n
mode of operation, production facility cepabilities end pipeline pressures,

36 In the event that a Party fails to make amrangements t
produced to maintein leases In effect, to protect the producing capd
to meintain oil production, the Operator may scll any part of such
to teke for the mccount of such Party and render to such Party,

"Maximum Monthly  Availability”

shall mean the maximum aversge monthly rate of
+s, @s determined by the Operator, considering the maximum
paximum  allowable(s) set by the appropriate regulatory agency,

p take its Full Share of Cument Production required to be
icity of a well or reservoir, to preserve comelative rights, or
Party's Full Share of Cument Production that such Party fails
on @& current basis, the full proceeds of the sale, less eny

reasonable marketing, compression, (reating, gathering or transportati

costs incurred directly in comnection with the sale of

such Full Share of Current Production. In making the sale contemplated herein, the Operator shell be obligated only to obtain

such price and conditions for the sale as are reasonable under the

circumstances and shell not be obligated to share eny of its

markets. Any such sale by Operator under the terms hereof shall he only for such reasonable periods of timo as are consistent

with the minimum needs of the
year: Notwithstanding the provisions of Article 3.4 hereof, Gay sold
be deemed to be Gas taken for the account of such Party.

4. IN-KIND BALANCING

4.1 Effective the first day of any calendar month following atleast __ Thirty

written notice to the Operator, any Underproduced Party may

Production end any Makeup Gas taken pursuant to Section 3.3 ¢

industry under the particular circumstances, but in no evemt for a period in excess of one

by Operator for a Party under the provisions hereof shall

(30 )days' prior
begin  taking, in addition to its Pull Share of Cument
f this Agreement, a shere of cument production determined

by multiplying ___fifty percent (___S0 ) of the Full Shares of Current Prody of all Overproduced Partics by
a fraction, the numerator of which is the Percentage Interest of such Underproduced Party and the denominstor of which
is the total of the Percentage Interests of all Underproduced Parties desiring to take Mekeup Gas. In mo event will an
Overproduced Party be required to provide more than ___[ifty percent (50 %) of its Full Share of Current
Production for Makeup Gas. The Operator will promply notify all Overproduced Partics of the election of an Underproduced
Party to begin taking Makeup Gas.

42 0O (Optlonal - S I Liml on Makenp - Opgion 1) Notwithstanding the provisions of Section 4.1, the

average monthly amount of Makeup Gas taken by an Underproduged Party during the Winter Period pursuant to Section 4.1

shall not exceed the average monthly amount of Maekeup | Gas taken by such Underproduced Patty during the
( ) months i diately preceding the Winter Period.

42 B (Optional - S ! Limitati on Makeup - Opition 2) Notwithstanding the provisions of Section 4.1, no

Overproduced Party will be required to provide more than ___{wenly percent (___20 ___%) of its Full Share

of Current Production for Makeup Gas during the Winter Perlod.
43 [ (Optional) Notwithstanding any other provision of this
(insofar as concerns production by the

Operator) any Underproduged  Party,

Agreement, et such timc end for so long Operator, or
determines in good faith that an Overproduced

Party has produced all of ita sharc of the ultimately recoverable reserves in the Balancing Area, such Overproduced Party may

be required to make avallsble for Makeup Gas,

percent

upon the demand of the

Operator or any Underproduced Perty, up to
%) of such Overproduccd Party's Full Share of Current Production,

5. STATEMENT OF GAS BALANCES

5.1
Perty is entitled to receive amnd the volumes of Gas actually teken
after the month of productlon, the Operator will
Current  Production, (2) the total volume of Gas
the volume¢ taken by each Party and that
Underproduction  of each Party, and (5) other

Party's  Full

furnish @ statement for such momh showing (1) each Pary's Full
actually taken of
Share
data as recommended by the

The Operator will maintain eppropriate accounting on & monthly and cumulative basis of the volumes of Gas that cach

or sold for each Party’s account. Within forty-five (45) deys
Share of
sold for each Party's account, (3) the difference between
of Cumrent Production, (4) the Overproduction or
provisions of the Councll of Petroleum

H o

Accountants  Societies Bulletin  No.24, as ded I d

Each Party taking Gas will promptly provide to

or supp

the Operator any data required by the Operator for prep of the

52 If any Party falls to provide the data
where the Operator has failed to provide data,
volumes of the non-reporting Party to provide the
during normal business hours in the office of the Party whose
will be charged to the account of the Party failing to provido the required data.
6. PAYMENTS ON PRODUCTION

6.1 Each Party taking Gas shall pay or cause to be paid
actually taken by such Party.

62 0O (Alternative 1

another

- Entitlements) Each Party shall pay o

-2-

all

required herein for four (4) conmsecutive production months, the Operator, or
Party, may eudlt the
required data. Such eudit shall be conducted only after reasonable notice and
redords are being sudited. All costs associated with such audit

production and Gas sales and transportation

production and severance taxes due on all volumes of Gas

cause to be paid all Royalty duc with respect to Royalty
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owners fo whom it is accountable as if such Party were taking its| Full Sharc of Cument Production, and only its Full Share of

6.2.10 (Optional - For wuse only with Section 62 - Alllkrmtive I - Enttement) Upon written request of a Party

month ("Current Underproducer*), eny Party taking more than
Overproducer™) will pay to such Cument Underproducer an

¢ds received by the Cument Overproducer for that portion of

the Cument Underproducer's Full Share of Curent Production taken by the Cument Overproducer provided, however, that

Curreat Production, |
taking less than its Full Share of Current Production in a given
its Full Share of Current Production in such month ("Current |
amount each month equal io the Royalty p nge of the proces
such payment will not exceed the Royalty percentage that is com
mede pursuant to this Section 6.2.1 will be deemed payments

Section 7.5. |

to all Royalty burd in the Bal g Arca. Pay
the Underproduced Party's Royalty owners for purposes of

62 (Alternative 2 - Sales) Each Perty shall pay or cause to be paid Royalty due with respect to Royalty owmers to

whom it is accountable based on the volume of Gas actuaily taken for Hs account. |
63 In the cvent that any gov | authority requi th
provided for in this Section 6, each Partty agrees to make such H
required by such govemmental authority, and the method provided for herein shal
7. CASH SETTLEMENTS
7.1 Upon the earlier of the plugging and abandonment of the

t Royalty payments be made on eny other basis than that
oyalty payments aeccordingly, commencing on the effective date
be thereby superseded.

last producing interval in the Balancing Area, the tenmination

of the Operating Agreement or any pooling or unit :mom cofering the Balancing Ares, or at eny time no Gas is taken

from the Balancing Area for a period of ¢
settlement of the Gas production imbalances among the Parties. Such notice shall

culive months, any Party may give written notice calling for cash

be given to all Parties in the Balancing Area.

72 Within sixty (60) days after the notice calling for cash sefilement under Section 7.1, the Operator will distribute to each

Paty a Final Gas Secttlement Statement detailing the quantity of
Underproduced  Party and  identifying the month to which such
set out in Section 7.4,

Overproduction owed by each Overproduced Party to each
Overproduction i3  attributed, pursuant to the methodology

73 O (Alternative 1 - Direct Party-to-Party Setlement) Within sixty (60) days after receipt of the Final Gas Settiement

Statement, each Overproduced Party will pay to each Undorp
settlement, accompanied by appropriate accounling detail, At the
Operator of the Gas imbalance settled by the Overproduced Party’s payment,

73 B (Alternative 2 - Settlement Through Operstor) With
Statement, ecach Overproduced Party will send its cash settlem
Operator. The Operalor will distribute the monies so received,
Overproduced  Party, to each Underproduced Party to whom settleq
Final Gas Settlement Statement. In the cvent that any Owverprod
Operator may fum over responsibllity for the collection of such sef
will have no further responsibility with regard to such settlement,

to scitlement the appropriate cash
Party will notify the

roduced  Party  entitled
time of the Overproduced

pay b

i sixty (60) deys after recelpt of the Final Gas Settlement
ent, panied by appropriate accounting detail, to the
along with any scttiement owed by the Operator es an
nent Is due withln nincty (90) days afler issuance of the
wced Party fails to pay any settlement due hereunder, the
tlement to the Parly to whom it is owed, and the Operator

73.10 (Optonal - For use only with Section 73, Alternative 2 - Settlement Through Operator) Any Party shall have

the right at any time upon thirty (30) days' prior written notice
Party for Overproduction be peid directly to such Party by th
Operator. In the event that an Overproduced Party pays the Oper|
after thirty (30) days following the receipt of the notice provided
to such Underproduced Party for any sums so paid, until payment is actually receiy

74 B (Alternative 1| - Historical Sales Basis) The amouy
received by the Overproduced Party under an  Arm's Length A
Overproduced Party in  excess
Underproduced Party prior to monetary
order of accrual.

settflement  hereunder will

o all other Partics to demand that any settlements due such
ic Overproduced Party, rather than being paid through the
por any sums due to en Underproduced Party at any time
ffor herein, the Overproduced Party will continue to be liable
fed by the Underproduced Party,

1t of the cash settlement will be based on the proceeds

greement for the Gas taken from time (o time by the
of the Overproduced Party's Full Share of Current Production. Any Makeup Oms taken by the
be applied to offsct Overproducti hronologically in the

74 O (Alternative 2 - Most Recent Sales Basls) The mmunt of the cash settlement will be based on the proceeds

received by the Overproduced Party under an Arm's Length Agree
by the Overproduced Party from the DBalancing Area. For the pi
Section 7, an Overproduced Party will not be considered to have
the Overproduced Party has produced cumulalively all of its Percer
Balancing Area

ment for the volume of Gas that constituted Overproduction
rpos¢  of implementing the cash scitlement provision of the

produced any of an Underproduced Party's share of Gas until

fage Interest share of the Gas ultimately produced from the

7.5 The values used for calculating the cash gettlement under Sextion 7.4 will include all proceeds received for the sale of the

Ges by the Overproduced Party calculated at the Balancing Arca, af

er deducting any production or severance taxes paid and any

Royalty actually paid by the Overproduced Perty to an Underproduced Party's Royalty owner(s), to the extent said payments

amounted to a discharge of said Underproduced Party's Royalty ¢

' "

biigation, es well as any r g, comp ,

treating, gathering or transportation costs ncurred directly in connection with the sale of the Overproduction,

7.510 (Optional - For V Under Percentage of
purchase contract providing for payment based on a percentage
residue gas and liquid hydrocarbons extracted af a gas processing
include proceeds received by the Overproduced Perty for both the
Overproduction,

7528 (Optional - Val for d Gas -
Overproduced Party at a gss processing plant for the extraction o

ey

P P
Pr

Option

Proceeds Contracts) For Overproduction sold under a gas
pf the procecds obtained by the purchaser upon resale of
plant, the values used for calculating cash sctilement will
liquid hydrocarbons and the residue pgas attributable to the

1) For Overproduction p d for the of the
liquid hydrocarbons, the full quantity of the Overproduction

will be valued for purposes of cash settlement at the prices receivefl by the Overproduced Party for the sale of the residue gas

attributable to the Overproduction without regard to p d Mributable to liquid hydrocarbons which may have been
extracted from the Overproduction.
7520 (Optional - Valuatlon for Processed Gas - Option 2) For Overproducti p d for the of the

Overproduced Party at a gas processing plant for the extraction
settloment will include the proceeds received by the Overproduced
the Overproduction, less the ectual reasomable costs incurred by th
transport, fractionate and handle the liquid hydrocerbons extracted therefrom prior

76 To the oxtent the Overproduced Party did not sell all
seftloment will be based on the weighted average

-3-

price  received

bf liquid hydrocerbons, the values used for calculating cash
Party for the sale of the liquid hydrocarbons extracted from
& Overproduced Party to process the Overproduction and to
Lo sale.

Overproduction under an  Arm's Length Agreement, the cash
by the Overproduced Party for any gas sold from the
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Balancing Area under Arm's Length Agreements during the mon
tht no sales under Arm's Lenpgth Agreements were made during

to which such Overproduction is attributed, In the event
y such month, the cash scttlement for such month will be

based on the spot sales prices published for the appliceble geographic erea during such month In & mutually acceptable pricing

bulletin,
7.7 Interest compounded at the rate of
rate of interest applicable to the Bal

PR

is less,
the first day following the dete payment is due pumsuant lo Secti

Areg,

Overproduced Party in the proportlon that their
contributed to the accrual of the interest.

78 In liew of the cash settlement required by Section 7.3,
an offer to seile its Overproduction inkind and at such rates,

respective  delny.

percent {—————%4}-per annum or the maximum lawful
will accrue for all amounts due under Section 7.1 beginning
7.3. Such interest shall be bome by the Operator or any
beyond the deadlines set out in Sections 72 and 7.3

Overproduced Party may deliver to the Underproduced Party
mntitics, “times and sources as may be agreed upon by the

Underproduced  Party. If the Parties arc wmable to agree upon !lhe manner in  which such inkind settlement gas will be
fumished within sixty (60) days after the Overproduced Party's dffer to settle in kind, which period may be extended by
agreement of said Parties, the Overproduced Party shall meke a cash settlement as provided in Section 7.3. The making of an

in-kind settlement offer under this Section 7.8 will not delay the
fail to reach agreement on an in-kind settlement.

7.9 O (Optional - For g Areas Subj to Federal
Overproduced  Party for Overproduction which is subject to refund
other governmental authority may be withheld by the Overprody
governmental  authority, unless the Underproduced Party fumishes

Party, agreeing to hold the Overproduced Party harmless from
authority.

7.10 O (Optional - Ioterim Cash Balancing) At any time
may, in

imbalance, provided that such scttlements must be made with all
imbalances of the Underproduced Partics, and provided further that
every twenty-four (24) months. Such scttlements will be calouly
settiements, The Overproduced Party will
days after the settlement is made.

8. TESTING

Notwithstanding any provision of this Agreement to the contrary,
entire Gas stream to meet the reasonable deliverability tesi(s)

produce and take up to one hundred percent (100%) of a well's

during the term of this Agr
its sole discretion, make cash scttlement(s) with the Underproduced Partics covering all or pat of its outstanding Gas

accrual of interest on the cash settlement should the Partics

Price Regulation) That portion of any monies collected by an

by orders of the Federal Encrgy Regulatory Commission or
ced Party until such prices are fully approved by such
a corporate  underteking, acceptable to the Overproduced
financial loss due to refund orders by such govemnmental

any Overp d Party
Underproduced Parties proportionately besed on the relative
such scttlements mey not be made more often than once
fed in the samc manner provided above for final cash

provide Operator & detalled eccounting of any such cash settlement within thity (30)

any Party shall have the right, from time to time, to

required by such Party's Gas purchaser, and the right to take any Makeup Ges shall be subordinate to the right of any Party to

conduct such tests; provided, however, that such tests shall

be cpnducted in accordance with prudent operating practices only

after __[ifteen ( 15 ) days' prior written notice to the Operator and shall [ast no longer than
seventy-two ( 72 ) hourk,
9. OPERATING COSTS

Nothing in this Agreement shall change or affect eny Pary's

obligation to pay its proportionate share of all costs and

ligbilitics incurred in operations on or in connection with the Balanging Aree, as its ghare thereof !5 set forth in the Opemating

Agreement, irrespective of whother any Party is at any time sl
proportion to its Percentage Interest in the Balancing Area.

|

10, LIQUIDS |
The Parties shall share proportionately in end own all liquid |

for the joint account in accordance with their Percentag in the Balanci _,=

11. AUDIT RIGHTS |
Notwithstanding any provision in this Agreement or eny

notwithstanding any termination
year in which any information
the records of any other
Any Underproduced Party shall

Party regarding quentity, includin

velues, including buwt not limiled to information regarding prices
audit shall be conducted at the expense of the Party or Parties '

notice, during normal business hours in the officc of the Party whose records are being audited. Each Party hereto
]
maintain records as to the volumes and prices of Gas sold cach month and the volumes of Gas used in its own

ing and using Gas or whether such seles or use are in

hydrocarbons recovered with Gas by field equipment operated
Arca

other agreement betwesn the Parties hersto, and  further

or cancellation of this Agreement, for a period of two (2) years from the end of the calendar
to be fumished under Section 5 or (7 hercof is supplled, any Party shall have the rlght to audit

but not limited to information regarding Btu-content.

have the right for a period of two|(2) years from the end of the calender year in which any
cash settlement is received pursuant to Section 7 to audit the recdrds of any Overproduced Party as to all matters

concerning
nd  disposition of Ges from the Balencing Area. Any such
desiring such audit, and shall be conducted, after reasonable
agrees to
operations,

along with the Royalty paid on any such Gas used by a Party }n its own operations, The eudit rights provided for in this
Section 11 shall be in addition to those provided for In Section 5.2 of this Agreement.
12. MISCELLANEOUS

12,1 As between the Parties, in the event of eny conflict between the provisions of this Agreement and the provisions of
any gas sales contrect, or in the event of any conflict between l.hc provisions of this Agreement end the provisions of the

Operating Agreement, the provisions of this Agreement shall govern.
122 Each Party agrees to defend, indemnify and hold harmiess

all other Partles from end against eny end all liability for

any claims, which may be assorted by eny third party which now or hereafter stands in a contractual relationship with such

indemnifying Party and which arisc out of the operation of this A
of this Agrcement, and does further agree to save
 in ion therewith.

123 Except as otherwise provided in this Agreement, Ope
Agreement, but shall have no liability to the other Parties for los
connection with the performance of Operator's duties hereunder, exe:
willful misconduct Operator shall not be liable to any Underprodu
than QOperator) to pay any amounts owed pursuent to the terms hereof.

12.4 This Agreement shall remain in full force and effect for af
effect as to tho Balancing Arcs, and thereafter until the Gas accoun
the benefit of end be bindlng upon the Paties hersto, &

-4-

the provisions
d and costs i

\greement o any activities of such indemnifying Party under
the other Parties harmless from all judgments or damages

tator is authorized to administer the provisions of this
scs sustained or liability incumed which arise out of or In
pt such as may resull from Operstor's gross negligence or
ted Party for the failure of any Overproduced Party, (other

long as the Operating Agreement shall remain in force and
ts between the Parties are settled in full, and shell inure to
nd their respective heirs, successors, legal representatives
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and sssigns, If any. The Parties hereto agree to give notice of thp existence of this Agreement 1o amy successor in interest of
any such Party and to provide that any such successor shell be bofmd by this Agreement, mnd shall firther make any transfér of
any intereat subject to the Operating Agreement, or any part thereof, afso subject th the terms of this Agreement,

12,5 Unless the context clearly indlcates otherwiss, words used in the singular include the plural, the plural includes the
singular, and the neuter gender Includes the line and the fe

126 In the event that any "Optional" provision of this Ags is not edopted by the Parties to this Agreement by a
typed, printed or handwritten indication, such provision shell not Ifonn 8 parl of this Agreement, end no inference shall be
made concerning the intent of the Parties in such eovent. In the ejent that emy “Altemative® provision of this Agreement is not
so adopted by the Parties, Alternative | in each such instance shalll be deemed to have been adopted by the Perlies as & result
of any such omission. In those cases where it is indicated that en|Optional provision mey be used enly if s specific Alternetive
is selected: (i) an elecion to include said Optional provision shall fnot be effective unless the Alt ive in question fs selected
and (i) the eclection to include said Optional provision must be expressly indicated hereon, it being undemstood that the
sclection of an Alternative cither expressly or by default es provided herein shall not, in and of itself, constitte an clection to
include an associated Optional provision,

12.7 This Agrecment shall bind the Parties in accordance with| the provisions hercof, and nothing hereln shall be construed
or inteipreted as creating any rights in any person or entity not 4 signetory hereto, or as belng a stlpulation In favor of any
such person or entity.

128 If contemporancously with this Agreement becoming effeclive, or thereafier, any Parly requests that any other Party

an appropriate d or notice of this Agreement i order to glve third partles notice of record of same and
submits same for exccution in recordable form, such memorandum ¢r notice shall be duly exccuted by the Party to which such
request is made and delivered promptly thereafter to the Party making the request. Upon receipt, the Party making the request
shall cause the memorandum or notice to be duly ded in |the appropriate real or other records affecting the
Balancing Area.

129 In the event Internal Revenue Service regulations requirp a unmiform method of computing taxable income by all
Partics, cach Party egrees to compute and rcport income to the Infenal Revonuc Service (select one) O as if such Party were
taking its Full Shere of Current Production dutring cach rclevant tax period in accordance with such regulations, insofar as same
relate to entitlement method tax computations; of L based on (hd quentity of Gas taken for its account in accordance with
such regulations, insofar as same rclate to sales method tax computations,
13. ASSIGNMENT AND RIGHTS UPON ASSIGNMENT

13.1 Subject to the provisions of Scctions [3.2 (if elected) and 133 hercof, and notwithstanding anything in this Agreoment
or in the Operating Agresment 1o the contrary, If eny Party essigns (including any sale, exchange or other transfer) any of its
working interest in the Balancing Area when such Perty is ean Underproduced or Overproduced Party, tho assignment or other
act of transfer shall, insofar ns the Parties hereto are concemned, inglude all intercst of the assigning or trensferring Party in the
Gas, all rights to receive or obligations to provide or take Makéup Gas and all rights to reccive or obligations to make any
monetary peyment which may ultimately be due hereunder, es spplicable. Operator and each of the other Parties hereto shall
thereafter treat the assignment accordingly, and the assigning or Wansferring Party shall look solely to its essignee or other
transferee for any interest in the Gas or monetery payment that such Party may have or to which it may be entitled, and shall
cause its assignee or other transferee to assume its obligations hereunder.

132 O (Optional - Cash Settl Upon  Amslg) ) Nofwithstanding anything In this Agreement (including but not
limited to the provisions of Section 13.1 hereof) or in the Opeling Agreement to the contrary, mnd subject to the provisions
of Section 133 hereof, in the event an Overproduced Party intends to scll, assign, exchenge or otherwise transfer any of Its
interest in a Balancing Area, such Overproduced Party shall polify in writing the other working interest owners who are

PUPELY

Parties hereto in such Balancing Area of such fact at least ( ) days prior to closing the
Ir i Thereafter, any Undorproduced Party may demand from such Overproduced Party in  writing,  within
( ) ditys after receipt of the Overproduced Party's notice, a cash settlement of its

Underproduction from the Balancing Area. The Operator shell be |notified of any such demeand and of any cash scttlement
pursuant to this Section 13, and thc Overproduction and Underproduction of cach Party shall be adjusted accordingly. Any cash
settlement pursuant to this Sectlon 13 shall be paid by the Overproduced Party on or before the eadier to oceur (i) of sixty (60)
days after receipt of the Underproduced Partys demand or (i) af the closing of the transaction in which the Overproduced
Party sells, assigns, exchanges or otherwise transfers its interest in a| Balancing Area on the same besis as otherwise sct forth in
Sections 7.3 through 7.6 hereof, and shall bear interest at the ratq set forth in Section 7.7 hereof, beginning sixty (60) days
after the Qverproduced Party's sale, assignment, exchange or ftransfer| of its interest in the Balancing Area for any amounts not
paid. Provided, however, if any Underpraduced Party does not so d such cash setlement of its Underproduction from the
Balancing Area, such Underproduced Party shall look exclusively| 10 the assignee or other successor in interest of the
Overproduced  Party giving notice hereunder for the satisfaction of such Underproduced Party's Underproducti in |
with the provisions of Seetion 13.1 hereof.
133 The provisions of this Section 13 shall not be applicable i the cvent eny Parly morigages its interest or disposes of its
interest by merger, reorganization, consolidation or sale of substantially all of its assets Lo a subsidiary or parent company, or to
any company in which any parent or subsldiary of such Party owns a majority of tht stock of such company.
14. OTHER PROVISIONS
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15, COUNTERPARTS
This Agreement may be executed in counterparts, each of which when taken with all other countecparts shall constitute
8 binding agreement between the Partics hereto; provided, however, that if a Party or Parties owning e Percentage Interest in

the Balancing Area equal to or greater then a percent (_ %) therein fail(s) to execute this
Agreement on or before this Agr shall not be binding upon any Party and shall be of-
no further force and effect.
IN WITNESS WHEREOF, this Agreement shall be effective as of the day of
ATTEST QR WITNESS: OPERATOR
BY:
Type or print name
Title
Date
Tax ID or 8.8, No,
NON-OPERATORS
BY:

Type or print name

Title

Date

Tax ID or 8.S. No.

BY:

Typs or print name

Title

Date -

Tax ID or §.8. No.
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ACKNOWLEDGMENTS
Note: The following forms of scknowledgment are the short forms approved by the Uniform Law on Notarial Acts, The
validity and effect of these forms in any state will depend upon the statutes of that state.
Individual acknowledgment:
Stateof ___ _ _ )
)
County of — )
‘Thig instrument was ncknowledged before me on
by
(Seal, if any)
Title (and Rank)
My commission expires:
Acknowledgment in represcatative capagity:
State of )
)ss.
County of m—s)
This instrument was acknowledged before me on
by
of
(Seal, if any)
TilJil: (and Rank)
My commission expires:




